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World News

SA ‘walk-OKt’

threatens

Namibian

peace talks

i Arigrttmi war and tor
'

i^aniadep^ideiicewKS'

Fided CastraotCuba .'•-
.

denounced Sooth Africa for'
its“arrroant and tHarespectftil
walk-out^ from the latest

:

round of US-brokered peace
talks in Brazzaville. Page 20

Township massacre
Eleven people were massacred
by gunmen In South Africa’s
worst black-against'black vio-
lence for months, in a house
in New Hanover, Natal Prov-
inca

Bhutto Cabinet
Prime ^Bnister Benazir Bhutto
appointed her first Cabinet,
bringing In three seasoned out-
siders tomakeup forthfi lack _

of experience in her Bakisttm
People’s Party. Page Z

Budapest coal blast
Eleven people werefined and
28 seriously injured in two

Business Summary

Kohiberg

expects

ibn RJR

.

asset sales
KWLBERG KRAVIS Roberts,
T® leveraged buyout speciahet
which last week won the $25bn
battle fbr RJR Nabisco, antici-

pates the sale of $6bn in vari-
ous RJRfood assets over the
nest 12 to 24 months. Page 25

EUBOFEAN Monetary System:
DisappointingFrench trade
figures foiled to depress the
French franc within the BUS
last week, and the Bank of
France left its money market
intervention rate unchanged.
Thera had been concern that
the French unit would attract
renewed selling and put
upward pressure on interest

rates. Weaker EMS currencies
were also helped by a slightly

firmer US dollar, which helped
to keep the D-Mark subdued.

December 2.1988
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mine near Budapest where 16S
menwere working.

15*000 stiKmissing
Up to 1SJOOO peo^e are stfU
missing in the Bay of Bengal
attar a cyclone and a tidal

wave swept.over Islands off

Bangladesh’s coast:

Sakharov Invitation
FralM»is3Cttaxand7Trencli
President, has invited Soviet -

human rights activistAndrei
Sakharov /currently in the
US, to visit Paris tins week.

.

JECU DtorgmcB

Mr Yitzhak Shamir, Likud ,

r:

iead<^tahdcar^akar Israeli

Prime MmiSterifoi&pCctsd;
to aA President Chahn Herzog
for three weeks more nrwfaicii

to form a new coatttkn govern-
ment_Page3

Green radicals out
Moderates scored a vfctdry.

in West Germany’s Greai
Party in posting a national

Leadership domthated byradl-
cals but in so d<ring deepened
a split that could bad the
party tO£3uin.fWge4

Zaire debt row . .

Zaite ordered its nationals to

seU their assets in Belgium
. andordered home Its2JOOO stu-
dents there in.a growing row
between the two countries over
the rescheduling of.fha
national debt

Vessel captured
The Israeli army said It 2nd
captured a vessel off southern
Jjebanon which It suspected

' was being used to transport

guercfllas between Cyprus and
Lebanon. .

-

British flag was hoistedin Teh-

ran for the first tfane in ridit

years as Britain reopened the
embassy it closed in the

upheaval following Iran’s

Islamic revolution. .

Staff flown home
The staff of the Yugoslav con-

sulate in Sydney, dosed by
Australia after,a consular secu-

rity guard shot a Croatian
emigre, flew home to Belgrade.

Arafat in Cabo

fat held talks with Egyptian

PresidentUbani Mubarak amid
signs that Cairo would urge

him hot to jeopardise his cur-

rent moderate image.

Troops tighten grip on Armenia, Azerbaijan
THE SOVIET army has
tightened its grip an the repub-
lics of Armenia and Azerbaijan
following an order from
Moscow to mount a
round-the-clock guard on
power stations and power
lines, rail and bus stations
buildings and industrial sites,

writes John Lloyd in Moscow.
The military commander of

Baku, the Azerbaijani capital,

yesterday pledged a tough
crackdown on street protests.

He called on protest leaders to
"abide by Soviet laws uncondi-
tionally” and warned that
"force win be used in case of

any failure to abide by regula-

tions”
The order to guard key

installations in both republics

was issued on Saturday by the

Council of Ministers in Moscow
in an apparent response to

organised sabotage of eco-

nomic targets.

A Council statei&ent said
there had been "attempts to
put out of action important
industrial and transport faefli-

ties.”

The authorities in Armenia
and Azerbaijan have been
ordered to get people back to
work, especially in factories

The Soviet Politburo approved
a radical extension of the
number of enterprises allowed
to import and export directly

on their own account. Page 20.

The Soviet authorities and
Israeli Government yesterday
appeared to have pulled off a
diplomatic and security coup,
as four hijackers were flown
bade from Israel to the Soviet
Union. Page 3.

producing essentials. They
have also been told to inform
their citizens that "those guilty

Of actions to disorganise the

republics’ national economies
will be held administratively
or criminally liable.”

The tougher line follows
what was clearly an abrasive
encounter on Thursday night
between Mr Mikhail Gorba-
chev, the Soviet leader, and the
leadms of the two conflict-rid

den republics.
An official account of the

meeting, issued by the Tass
news agency, noted that "the
leaders of Armenia and Azer-
baijan had failed to ensure the
security of the Armenian popu-
lation in Azerbaijan and the
Azeri population on Armenia.”

A commission composed of

politburo members and repre-

sentatives from Armenia and
Azerbaijan had teen formed to

find “a truly internationalist

solution to the problem,” it

said. This would be done
"without changing the status

of Nagorno-Karabakh”, the
Armenian-populated enclave in
Azerbaijan which Armenians
want to incorporate in their
republic.

This formulation contra-
dicted the belief of many
Armenians, who had thought
that a commission of inquiry
Continned on Page 20

Tanks move to crush

commando revolt at

Argentine barracks

EC leaders agree
on joint effort

to control crime
By David Buchan and Tbn Dickson in Rhodes

F Frans
Lka
BFranft
DKmm
Qufldbr
MrfiPut
IHfark

- Parity Position

.The chart showsthe two ctm-

straintsm European Monetary
System exchange rates. The
upper grid, based on the weak-
est currency in the system,
defines the cross-ratesjivm
whichno currency (except the

- Em) may move by more than
3P* parcent The lowerchart
gives each currency 's divergence

ftom the *tenhal.rate?against
’ the Emvpean Currency Vtdt'
(EcuX itselfderivedfront a bas-

ket^European aerrendes.
Currencies Page 40

SHARE PRICES inTaiwan
- plunged in the biggest one-day
loss In the Taiwan Stock
Exchange’s history, amid
renewednervousness over a -

new capital gains tax on share
traefing. Page25

UK Securities and Investments
Board abandoned efforts to
harden rales controlling price

” manipulation ofnew Eurobond
issues in the latest sign of a
change in approach at the reg-

nlatory body since Mr David
Walker succeeded Sir Kenneth
BeniU as chairman. Page 25

BANK ofNova Scotia, Cana-
da’s fourth largestchartered
hank, reported substantially
Improved fourth-quarter earn-

,

. ihgs due to solid growth in its

. core businesses. Page

8TET, Italian state telecommu-
nications holding company,
said a share swap scheme has
been proposed for the planned
iaocnvacatum of its main oper-

ating units. Page 25

HUDSONS Bay Company Is

^pa^maftsto^buinnesB
across Canada through
restructuring and modernise
lion. Page 25

NEXT UK retailing group.
Learned the bard way that

' many ofthe convurtifie porta-

ble Eurobonds that UK compa-
nies issued with abandon in

the bull market days of 1987

are not really equity, but debt
after alL Page 22

MAN, West German heavy
engineering, automotive and
construction group, said its

worldwide group net tricorne

rose 24 per cent to DM202m
($U7m) ia the year ended
June. Page 22

EUROBOND market's two-

year-old Council of Reporting

Beaters has elected Mr Jerome
Goldstein as its new chairman,

Mr Thomas Beacham
since the

By Gary Mead in Buenos Aires

TROOPS loyal to the Argentine
Government yesterday moved
in with tanks at the Villa Mar-
telli munitions barracks in
Buenos Aires to crush a mili-

tary revolt by an estimated 500
rebel commandos. Earlier, the
15 remaining rebels at the
Campo de Mayo base where
the rebellion began an the out-

skirts of Buenos Aries cm Fri-

day, surrendered.
Two columns of loyalist

tanks were lined up at the side

Of the Villa MartelH

base just before dusk yester-

day, apparently ready to break
down the walls and storm the
rebel stronghold.
About 300 civilians had ear-

ha* thrown stones and rocks at

the front entrance of the base.

Rebel soldiers responded by fir- A!
ing tear gas canisters and t

b

shots in the air. One civilian

casualty was taken away. in
The rebellion is Argentina’s

third, and most serious, in 18 m
months. M
Colonel Mohatned Ah Seinel- Bt

din, leader of the rebels, called
. -ju

fnr a twice in order to talkwith fit

General Jose Dante Caridi, the th
chief of nbrfT- Cc
Col Seineldin fs demanding re

an amnesty for officers in
prison for human rights in
crimes, increased defence of
spezufing and the removal of in
Gen Caridi. Cc
He said the hwurrection was ga

"purely an internal army mat- in
ter” but added that he had no as

Aifnmriu; ruled out negotia-
tions with rebels

intention of surrendering:
Only one regiment, of

rnw-hanfawi infantry based at
Mercedes, a 2-hour drive from
Buenos Aires, was reported to
have come out in support of
the rebellion. By late afternoon
the remaining rebels at the
Campo de Mayo bate had sur-
rendered to government forces.

But in another development
in the strategic northern city
of Cordoba, Gen Roberto Dom-
inguez, head of the Third
Corps, said that the Fourth Bri-
gade of his corps was not will-

ing to go to Buenos Aires to
assist in its repression. He

denied that they ware them-
selves mutinying.

President Raul Alfonsin, who
cut short a visit to the US
because of the mutiny,
addressed the nation on televi-

sion and radio late on Satur-
day. He ruled cut negotiations
with the rebels and called for

obedience to constitutional
order. He said he had ordered
General Caridi to use whatever
means necessary to crush the
mutiny.
On Saturday afternoon. Colo-

nel Seineldin had Led a convoy
of six tanks and several per-

sonnel carriers from Campo De
Mayo.

Colonel Sefnn1rtht*B column
then took up fresh positions at
the Villa MarteQi base.

Late on Friday afternoon one
officer and three other Bokhara
Loyal to the Government were
wounded after a brief exchange
of mortar and rifle fire within
the n«»«pn De Mayo barracks.

Government troops under Gen-
eral Caridi ceased fire once it

became obvious that Colonel
Sdnekfin’s men were prepared
to offer stiff resistance.

As the President spoke on
Saturday evening, troops loyal
to the Government were sta-

tioned in the presidential pal-
j

ace in the centre of Buenos
Aires. An estimated 80,000 peo-
ple demonstrated their opposi-

tion to the rebels in front of
the Congress building.

Editorial Conmient, Page 18

Inquiry into share-sales fraud

extends to Gibraltar and Spain
By Richard Water# in London

AS MUCH as $lbn was
invested through a network of
fraudulent share-selling
operations In several European
countries, or more than double
the amount that had previ-
ously teen thought, investiga-

tors now believe.

This emerged last week as
the tentacles of the investiga-
tion stretched wider to
embrace both Spain and Gib-
raltar.

The network of so-called
"boiler room" operations
involved the selling of shares
in unouoted US companies to
investors around the world by
telephone. They came to light

in August, when 10 arrests
were made following investiga-

tions by Swiss and West Ger-
man police.

In the latest development,
Spanish police have charged
Mr Michael Reeve, who oper-

ates from Marbella, with fraud
following complaints from
investors in Argentina, Zim-
babwe and Thailand.
They have also notified

Interpol that they wish to ques-
tion five others who were
directors of First Gibraltar
Consultants, an investment
company based at the same
address as Mr Reeve. These
are: Rnnaid Ernest Bamhardt,
Gertrude Bamhardt, their sons

EUROPEAN Community
leaders launched a major effort

at the Rhodes summit to recon-
cile the goal of open borders
with the necessity of control-
ling ffrhwA.

The 12 member countries
agreed at the weekend each to
appoint a special coordinator
to oversee the increasingly sen-
sitive intergovernmental nego-
tiations on combating terror-
ism, drug trafficking and
illegal immigration.
The initiative came during a

summit which was not only
marked by rows between Mrs
Margaret Thatcher, Britain’s
Prime Minister, and the Bel-

gian and Irish Governments
over the Ryan extradition
affair but by growing aware-
ness that the dream of a Com-
munity without internal fron-

tier checks can be realised only
if alternative means of crime
control are found.
The border issue was the

main surprise of a meeting
which largely lived up to its

bflUng as a trouble-free review
of progress on the road to 1992,

the deadline for creation of a
single market. Heads of Gov-
ernment issued their predicted
assurance that Europe "win be
a partner and not a fortress” to
the outside world..

The need for co-ordination
will be underlined an Thursday
when EC interior ministers
hold a "Trevl group” meeting
in Athens on terrorism and
international crime control.

The angry sideshow between
Mrs Thatcher, on the one hand,
and her Belgian and Irish
counterparts, Mr Wilfried Mar-
tens and Mr Charles Haughey,
on the other, raised the issue
of a common extradition policy
fin: the Community.
The idea was suggested by

Mr Martens as he responded to
Mrs Thatcher's “utter dismay”

at the refusal of the Belgian
Government to hand over Mr
Patrick Ryan to face terrorist

conspiracy charges in Britain.

By all accounts her confron-
tation with Mr Martens was
more heated than that with Mr
Haughey, who she still hopes
will agree to the extradition
request. Nevertheless, she
mate clear her view that Irish

procedures for detaining peo-
ple whose extradition was
sought by Britain "are not
wozfing satisfactorily.”

Mrs Thatcher indicated that
her Government would seek to
hold Mr Haughey to an under-
taking that the procedures
would be reviewed if they
proved difficult to operate.

Mr Haughey countered that

Mrs Thatcher was prejudicing
tiie outcome of extradition
hearings by raising individual

cases in Parliament.

In reviewing progress
towards 1992, the summit com-
munique called for more
urgent efforts on tax* free
movement of people, transport

and energy, and animal and
{tent health controls.

Mr Andreas Papandreou, the
Greek Prime Minister, who
chaired the summit, declared
himself satisfied with the steps
taken to advance the Greek
goal of adding a social dimen-
sion to the internal market
Britain was equally pleased
with the pragmatic tone of the
communique, which mTlad for

a stocktaking of current
national social legislation and
made no grand commitments
to new Community measures.

|

The 12 leaders put their
names toa declaration commit-
ting the EC to playing a lead-

ing rote in fixture moves to pro-

tect the weald’s environment
Editorial Comment, Page 18;
Japanese plan to woo Europe,
PUge 20

New York
N-plant
may soon
be allowed
to operate
By Roderick Oram
in New York

THE CONTROVERSIAL
Shoreham nuclear power sta-

tion near New York City could
soon he granted a limited oper-
ating licence following the
state legislature's refusal to
endorse a plan to scrap it.

The legislature's decision
represents the worst political
defeat suffered by Governor
Mario Cuomo, who had negoti-
ated the pact last summer,
during his six years in office.

The vote was also a severe set-

back for environmentalists.
If implemented, the plan

would have been the first time
that environmentalists and
local citizens had forced the
dismantling of a US nuclear
power station before it had
began operation. The 809MW
facility was completed in 1985
at a cost of $£L3hn.
Opposition focused on the

possibility of huge traffic jams
u people were evacuated
through New York City, the
only way off Long Island
where the plant was built.

Sensitive to public anxiety
over Shoreham, Mr Cuomo had
persuaded its owner. Long
Island Lighting (JJlco) to Sell

it to New York state for $1. In
return, Lflco could have raised
its electricity rates by 65 per
cent over the next 10 years to

help pay for the abandoned
plant and to build alternative

generating facilities.

Lilco had supported the deal
but as a precautionary mea-
sure had also continued its

fight for a licence, winning
recently several key rounds. In
particular, President Ronald
Reagan issued an order that
federal regulators could
impn«j an evacuation plan on
local authorities who balked
at having a nuclear power star

tion in their domain.
LBco said it would push for

an operating licence now the
plan appeared dead. Officials

I in Washington indicated the
utility could win permission
by the end of the month to run
Shoreham at 25 per emit power
with a full licence being
awarded later.

Various explanations for Mr
Cuomo’s defeat poured out of
Albany, the state capital.
Some observers said Long
Island politicians had killed
the plan because it would have
meant even higher rates for
their constituents who already
burn some of the most expen-
sive electricity in the U!S.

Mr Cuomo countered that
any alternative plan, including
Shoreham’s operation, would
be even more costly. The legis-

lature meets again next week.

Jordan and Aaron, and Chris-
topher Meraw.
No direct link has been

established between these
operations and those which led
to the arrests during the sum-
mer.
However Mr Laurent Kas-

per-Ansermet, the examining
magistrate b**a<Wng the investi-

gation in Switzerland, 'arrived
in Marbella last week to inves-

tigate a possible link. Also,
First Gibraltar is known to
have sold shares in one of the
unquoted companies promoted
by the other “boiler rooms”.

It remains unclear how
much was invested through
the Spanish operations. Mar-
bella police darm that Pta40bn
(2354m) was collected from
investors. However, Gibraltar
lawyers trying to trace money
on-behalf of a growing batch of
investors who have umtactcd
them for help say that they
think the amount invested is

only a tiny fraction of this.

It is unlikely that an opera-
tion of the size claimed by
Spanish police could have gone
undetected, or that it could
have been built up hi the 18
months or so in which First

Gibraltar was operating, they
s3ya

First-hand reports suggest
that a large number of cheats

could have been involved, how-

ever. Mr Gwilym Rhys-JOnes, a
director of Dominion Interna-
tional Financial Services who
was «»ited in by the Spanish
police to advise immediately
after the initial arrest, says
that several boxes of index
cards, each showing the name
of . an investor and the amount
invested, were recovered.
Spanish police said last week

that they had still not ascer-

tained the number of investors,
but that many <rf than were
British.

Mr Joe Bautista, financial
sector adviser to the Gibraltar
Government, which suffered
recently from the exposure of
Barlow Clowes, sought to dis-

tance the British colony from
the scandaL

First Gibraltar was a Span-
ish company which had the
same name and directors as a
Gibraltar-registered company,
he said. The association was
shown on the Spanish com-
pany's letterhead to take
advantage of the respectability
of Gibraltar, but the operations
never touched the territory, he
said.

First Gibraltar also used
accounts with banks in the ter-

ritory. These have been frozen
by lawyers who have also
traced and frozen funds in
other territories, although they
declined to give farther details.
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Seineldin revolt new test for Alfonsin
The Argentine president’s credibility depends on his standing firm, Gary Mead says

ON the one-hour drive
from Buenos Aires to
the Campo De Mayo,

which looks more like a coon-
try dub than a huge army
base, it is impossible to pass
without notice a large yellow
hoarding hanging above the
motorway. “Good health is

only appreciated when it is
lost. The same goes for democ-
racy.”
Four days into the third and

by far the most serious army
rebellion in 18 months, the
poster, paid for by the Govern-
ment and several months old,

now has a more poignant sig-

nificance than ever thought

possible
Presumably, Colonel

Mohamed Ali Seineldin, 54, the
leader of the current insurrec-

tion, holds a different notion of
democracy from that espoused
by President Raul Alfonsin.
Colonel Seineldin, who in the
past described himself as a
“Catholic nationalist”, spent
the past four years in Panama,
two as military attach6 to

Argentina’s embassy and the
last two as military instructor

to Gen Manuel Noriega’s army.
Col Seineldin has never

made a secret of his dislike far

General Jose Dante Caridi,

who as chief of staff now has
the difficult task of winkling
out 500 well-armed and highly
trained commandos from their

trenches in the military arse-

nal in Villa Martelli, just 40

minutes* drive from the presi-

dential palace.
A Falklands veteran. Col Sei-

neldin is widely regarded as
one of Argentina's finest mili-

tary tacticians. Hie commands
respect among not only the
rank and file hut also a num-
ber of well-placed senior offi-

cers, not least for his refusal to
accept a military decoration for

his role in the Falklands
because, as he said at the time,

“we were defeated".

That austere attitude, plus
his absence from the country
for so long, have conspired to

give an Image of tough*
apolitical fairness. His rebels
guarding the entrance to Villa

Martelli have one word when
asked what it is they want -
“dignity".
Col SeLCol Seineldin sneaked hack

into Argentina on Thursday
morning last week, allegedly

via Uruguay. Soon after, he left

one of his business cards with
a foreign diplomat, saying the
time had come for action.

But Mr Alfonsfn, who at the
moment should be preparing
celebrations for December 10,

the fifth anniversary of his tak-

ing office, has shown his own
ability for decisiveness. Hur-
riedly cancelling his US trip,

he arrived back in Argentina
early on Saturday morning. It

was clear that he had decided
to fight, with the support of
Gen Caridi. He gave instruc-

tions to crush the insurrection

President AHonsin:
determined to fight

with force if necessary, and to

stop all discussion with the
rebels.

Easier said than done. Gen
Caridi's head is now on the
block. In January this year, he
faced a second mutiny led by
Lt-Col Aldo Rico, who first

shook his fist at Mr Alfonsin in

April 1987. The result of Col

Rico's first assault on elected

government was, even on the

best analysis, a defeat for Mr
Alfonsin.

Col Rico demanded and got a
promise that Mr Alfonsm's
Government would backtrack

on outstanding human rights

violations trials, under which
military officers were faced
with jail terms for allegations

of participating in the "disap-

pearance” of at least 9,000 peo-

ple during the military dicta-

torship of 1976-82.

On Friday, a group of rebels
struck unsuccessfully at Mag-
dalena Prison, near La Plata in
Buenos Aires province, where
Col Rico was being held await-
ing trial. They retreated after

the military police resisted,

and Col Rico has since been
moved deeper into the interior.

Col Seineldin was the emi-
nence grise behind Col Rico,
and is now the rallying-point

for many like-minded officers,

who have all gradually been
marginalised by Gen Caridi.
Col sranriitin has demanded an
amnesty for all officers now in
prison for their part in the
“dirty war” of 1976-80.

He does not regard that war
as having been “dirty" but sees
it simply a necessary cleansing
of the state of marxist subver-
sion.
His other demands farinde

more money for military mat-
ters, and a change in the
army's leadership. But most
important, and for Mr Alfonsfn
most difficult, is his obvious
desire to get rid of Gen Caridi.

The Government has so far
refused to consider any conces-
sions.

Col $Abw»lfHn has throughout

this year been rumoured to be
in dose touch with Mr Carlos
Menem, the Peronist candidate
for next May’s presidential
election.

So far, aQ politicians have
maintained a united line
against Col Seineldin’s rebel-

lion, though Mr Menem has
been careful to distinguish
between his pro-democratic
line and that of the Govern-
ment. He and Col Seineldin
share an affection for neigh-
bouring Paraguay’s ageing dic-

tator, Adolfo Stroessner - Col
Seineldin for Paraguay’s
“order”, Mr Menem because Mr
Stroessner gave sanctuary to
Gen Juan Peron in 1955 after
he was deposed by a military
coup.
Qm Caridi has thrown in his

lot with Mr Alfonsin, and his

career and perhaps even per-
sonal safety now depend on his
being able swiftly, and without
much bloodshed, to crush Col
SpinpMin
The longer the delay, the

greater the chance that disaf-

fected elements around the
country, as fed up with pay
levels far behind recent ram-
pant inflation as anything else,

will join Col Seineldin.
Mr Alfonsfn cannot afford to

back down. If his already
punch-drunk Radical Party is

to stand any chance of credibil-

ity in next May’s presidential

election, he has to stand firm
now.

Venezuelans
vote for new
president
By Joe Maim in Caracas

VENEZUELANS, who ousted
their last military dictator in

1958. went to the polls
yesterday to vote for a new
president and national and
state legislators, all of whom
are scheduled to begin serving
five-year terms next February.
Most of the interest for the

country's 9_im voters centres
on the race for the presidency,

by far the most powerful
branch in the Venezuelan
constitutional system.
Only two of the presidential

candidates representing
Venezuela's mainstream
political parties have a chance
of winning. These two are Mr
Eduardo Fernandez, 48. who is

the candidate of the Christian
Democrat Copei party,
Venezuela's second large
political group, and Mr Carlos
Andres Perez, 66, a former
president who stands for the
ruling Democratic Action
party.

During the campaign, Mr
Perez stressed his experience
as chief executive in the
oil-boom years of the late

1970s, while Mr Fernandez
offered voters a new
generation of leadership.

First results are not expected
until early today.
The Government banned

sales of alcohol and lfrrrited the
carrying of firearms during
voting.
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Bhutto to hold

key portfolios

in Cabinet
By Christina Lamb in Islamabad

PAKISTAN’S new Prime
Minister. Ms Benazir Bhutto,
has announced her Cabinet, in
which she win hold the key
portfolios of finance, defence
and information.
Ms Bhutto has bowed to the

pressure from the army and
the US to retain Sahabzada
Yaqub Shan as Foreign Minis-
ter to ensure continuity of the
present Afghan policy. Yaqub
Khan is a member of the oppo-
sition Islamic Democratic Alli-

ance, and was a minister in the
last government as well as in
the late President Ha’s martial
law Cabinet.
Ms Bhutto refused requests

to keep Dr Mehbubul Haq as
Finance Minister, thftngh con-
ceding that the fund managers
and top bureaucrats in the
ministry would not change, as
well as agreeing to appoint as
financial adviser Mr V.A. Jef-
frey. principal secretary to the
President and former r-hatrman

of the State Bank.
Ms Bhutto's Cabinet com-

prises only 10 ministers and
seven ministers of state, a
reflection of the party's lack of
experienced personnel Two of
the most important ministries,

law and interior, went to
Aitzaz Ahsan, Ms Bhutto’s
young legal adviser, who was a
minister in the Punjab govern-
ment in the 1970s when Ms

Bhutto’s was Prime Min-
ister.

Ms Bhutto, at 35, has no gov-

ernment experience. Her Cabi-

net members, mostly In their

early forties, mainly lack gov-

ernment experience.
Before forming her cabinet

Ms Bhutto held a series of
meetings with President Ghu-
lan Ishaq Khan, General Aslam
Beg the army chief, and a high-

level delegation from the ITS.

The Americans, led by Mr
Richard Armitage, Assistant

Secretary for Defence, and Mr
Richard Murphy, his counter-

part in the State Department,
went home satisfied with Ms
Bhutto’s assurances on the

issues that concern them most
— narcotics, Pakistan’s
nuclear programme, and sup-

port for the Afghan rebels.

Addressing her first press
conference as Prime Minister,

Ms Bhutto made a point of say-

ing “our nuclear programme is

for energy purposes only. We
want Pakistan to be a weapon-
free zone”. She quashed fears

that she would be soft on her-

oin traders as a result of her
party's coalition in the frontier

province with Wall Khan's left-

ist Awami National Party,

which recently stated that

poppy growing was an impor-
tant source of income and
should not be stopped.

Soviet ambassador leads

talks with Afghan rebels
By Christina Lamb, Quentin Peel and Finn Barra

SOVIET officials held their
first high-level meeting with
Afghan guerrilla leaders at the
weekend, in' the Saudi city of
Taif, amid signs of irritation in
Moscow at the Kabul regime’s
inability to form a stable coali-

tion.

The five-member delegation
of the Afghan resistance alli-

ance was headed by the alli-

ance chairman. Prof Burhannd-
din Rabbani, while the Soviet
team was led by Mr Yuri
Vorontsov, the Kremlin’s
ambassador to Rahul.

Afghanistan's President
Najibullah insisted that he
hsM-kpd the talk*- Hts statement
was relayed by Tass, the Soviet
news agency, apparently seek-

ing to contradict any sugges-
tion that Moscow might be
ready to set up an alternative

government without him.
“The Afghan leadership

[has] repeatedly expressed its

readiness to miter Into negotia-
tions with the opposition,” he
said, adding that he had pro-
posed direct peace talks in a
message to the rebel com-
mander, Mr Ahmad STha'h Mas-

soud.
But a rebel official in Riyaon

told Reuters: “This is a victory

for us because the talks are

directly with us. . . with no
representation from the Kabul
government"
The Soviet Union has

suspended its troop withdrawal
from Afghanistan - due to be
completed by February 15 -
because of the deteriorating
security situation. But Western
observers are convinced
Moscow still wants to extricate

itself.

The UN has proposed the
establishment of a 30-member
council comprising members ol

the guerrilla movement, offi-

cials of the Kabul regime who
are not members of the ruling
PDPA party, and prominent
emigres: this would act as an
interim Government and over-
see elections.

However, early agreement
on the council seems unlikely
since the rebels say that
nobody in the current regime
would be acceptable, even peo-

ple who are not PDPA mem-
bers.

ANC moderate dies
By Nicholas Woodawortti in Lusaka

MR Johnson Makathini,
Director of Foreign Relations
for the African National Con-
gress (ANC), died on Saturday
in Lusaka, Zambia.
Mr Makathini, 56, died of dia-

betes. He was regarded as a
leading moderate on the ANCs
Executive Committee. As one
of the organisation’s most

experienced diplomats, he
worked for better relations
with the US, and apposed the
influence af the South African
Communist Party on the ANC.
He was also against the,

increased use of violence by;
the ANC in South Africa, fear-j

ing it would damage the ANCs
cause in Europe and the IK*

Shipping Report

Tanker business jumps
after Opec output deal
By Kevin Brown, Transport Correspondent

THERE was a dramatic
increase in business in the
tanker market last week after
the oil ministers of the Organi-
sation of Petroleum Exporting
Countries (Opec) agreed to cut
production by around 4xn-5m
barrels a day from January.
Brokers said both suppliers

and consumers appeared to
want to get as much oil on the
water as possible before the
New Year in case the agree-
ment holds and forces up
prices.
There was heavy demand for

ships of all sizes from the Mid-
dle East Gulf to most destina-
tions, although there was
slight decrease in business
towards the end of the week.
The most recent VLCC fixtures
reported on Friday were for
200,000 tons to the West at
Worldscale 50, and 245,000 tons
to Taiwan at Worldscale 75.

Earlier, brokers said a ship
of 250,000 tons was fixed to the
Red Sea at Worldscale 140. Sev-
eral vessels in the million-bar-
rels size were also fixed from
the Gulf at lucrative rates such
as Worldscale 137 for a part
cargo of 115,000 tons for dis-

charge in Australia.
in the 80,000 tons class, the

latest reputed fixture was for
a cargo of 88,000 tons to Thai-
land at Worldscale 165.

Brokers said demand was so
strong that it looked at (me
stage as though the supply of
ships for the December market
would dry up by the middle of
the month, several VLCC8 and
ULCCs were stSuarommlM

by the end of the week, how-
ever, and owners’ rate
demands were said to be fall-

ing.

Elsewhere, demand
remained strong in West
Africa, and rates rose sharply
in the Mediterranean, where a
cargo of 50.000 tons loading in
Turkey for Mediterranean dis-
charge was fixed at Worldscale
395- Kates were also strong in
the Caribbean, where a cargo
of 54D00 tons for US Gulf dte-

1

charge was fixed at Worldscale
150 for US Gulf discharge. ,

The North Sea market fell
back, however, and rates of

i

around Worldscale HO were
being paid towards the end of
the week for the typical 65,000
tons cargo for Continental dis-
charge.
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OVERSEAS NEWS
Estonian

Soviet set

to defy

Moscow
By John Uoyd in Moscow
TflOS Estonian Supmue Soviet

Israel and KGB I Shamir set to ask for more time

score coup on
iled hijack

ffl. Taman, today oniw ripif
out its deputies are deter-
mined to defend theirprevious
decision to retain -power of
veto over all Soviet laws, and
will vote to the first stage of a
new and autonomous pro-
gramme for the Estonian econ-

By Quenfio Pool in Moscow ami
Andrew WMttey in Jerusalem

Bstosdan government offl-

dab.ed members oftiwiso
autonomy popular front «m
they1

, "believed the' 'Tallinn
Soviet would zeRise to adopt
the. decision of the USSR
Supreme Soviet of last week*
bm, which ruled the law on
the veto Illegal.

, However, they also com*
mented favourably on the
promises by Soviet tenters to
compromise oirinitial drafts of
new legislation on the -rela-
tions between Moscow and the
republics, which had bees

;
thought by a number, of repub-
lican governments to be too
restrictive.

At toe same time, tension
between the Estonian majority
and the substantial Russian
minority In the republic is
growing. Meetings of workers
in the main state entmprises
- mainly Russians - held In
Krtonia last week, went nwwt»
farther than before, in
expressing their hostility -to
the actions of the Estonian
government
In a rally in '.Tallinn on Sat*

urday, the delegates passed
motions condemning the Esto-
nian' right of veto over USSR
legislation and a proposed new
law making Estonian a state
ianitotoe.
The work -collectives are

allied to the international
front, composed mainly of
Russians and fad by toe direc-
tors of the state enteprises,
which are themselves under

; control of Moscow minis*
-tries.

The front is now h»gfrmiwg

’to its nomtoaas within
l rite '"Estonian - Communist
Tatty,- and is heavily sup-
ported by the national media.
Pravda last Friday carried a
piece by Mr Lembtt Annus,
edttor-in-ehief of toe Estonian
Communist, who characterised,
the bulk of toe Estonian press
as indulging in an “anti-Soviet

bacchanal0.

;
Jyninn jHMwiyMihiImmi Is

split as to whetherthe plan tor
pettingfhe economyona fuDy
rryrihlfegn hadaPfll ordmiiM
*o to toe TaBfam Soviet this
•Irffc

-••«

THE Soviet State Security
"Committee —1 the.feared KGB— and the government of
land yesterday appeared to
have polled off a considerable
diplomatic and security coup,
as four failed hijackers were
bundled tmcereroomoosly back
into Soviet custody.
The return of the four from

Israel to Moscow, within less
than 36 hours of their arrival
in Tel Aviv, resulted in an
unprecedented mutual
exchange of compliments
between the two states. It
comes at a moment when both
are clearly interested in
improving their diplomatic
relations, broken off by toe
Soviet Union more than 20
years ago after the 1267 Middle
East war.
Mr Eduard Shevardnadze,

the Soviet Foreign Minister,
publicly met Mr Arie Levin,
head of Israel’s consular mis-
sion in Moscow, at toe week-
end to express Ids gratitude for
toe prompt Israeli response in
returning the hijackers.
- “We’re grateful to the Israeli
authorities for the goodwill
shown by them and for toe res-

olute «*pgfcf«g of the unlawful
act,**' Mr Shevardnadze said,
according to the official news
agency Tas&

Qichen visit boost for

Slno-Soviet relations
By John Uoyd
THE Soviet Union and China
embarked on an Important
stage of -normalisation of a
relationship mired in enmity
for 30 years with the visit to
Moscow of Qian Qichen, the
Chinese Foreign Minister,
which ended on Saturday

.

This first foreign ministerial

visit since 1969 will be followed
early next year by a trip by Mr
Eduard Shevardnadze, the
Soviet Foreign Minister, to
Peking and, in the first part of
1969, a summit meeting in
Peking between Mr Mikhail
Gorbachev, the Soviet leader,
awl Than Zjyang, th«> Chinese
-Communist Party leader and
Deng Xiaoping, toe Chinese
aMht statesman. -

- At the same time, the two
countries opened a dialogue on
the biggest bode of contention
between than — toe -occupa-
tion of Kampuchea by over

1ADB declares Peru
ineligible for loans
By Veronica BanriXaH in Lima

THE InterAmeTican
Development Bank has
declared Pan ineligible for te-
ther loans and disbursements
because of delay in payment.
This comes only six months

after- Mr Enrique Iglesias,

IADB president; mid President

Alan Garcia were seen petting
- each other’s baric in lima.

' The bank was toe only inter-

national organisation still
' offering Pern financial assis-

tance but, according to Wash-
ington, Peru is six months
behind is its payments. The
government -is expected to
come up with $8m (£5m) today
in payment of the first

maimed quota-
The IADB awarded Peru four

credits totalling almost $7Qm in

February 1887 for the electrical

power sector.
.

President Garda, on assum-
ing power an July 28 1985, said
Peru would not pay back debts
in excess of 10 per cent of the
value of its exports. Since then,

-Peru has not received credit
from commercial >”n|n|

Peru was declared Ineligible

by the IMF an August 15 1985,

and the World Bank stopped
disbursements to Pen in April
1987 because of its failure to
pay.
• Peru’s inflation rate for
November was 244 per cent,

according to the Peruvian
National Statistics Institute.

This brings the January-No-
vember mtiatinn rate to U8&5
per cent.

100,000 troops from Vietnam,
toe Soviet Union’s dose ally,
and fhft fihiwww harking of ftp
Khmer Rouge guerrilla move-
ment within Itampiphaa.

Speaking at a news confer-
ence in Moscow an Saturday,
mr Qfchen said he believed his

visit had touched off a process
of wnmaliaitlim which would
be “multi-faceted’*. He added
pointedly that the relationship

could not go back to the fifties

- what farina was in effect

under Soviet tutelage — but
said; “We cannot allow more
confrontation.’*
China had AwrWcr Insisted mi

a withdrawal of Vietnamese
troops from Kampuchea as a
precondition for closer rela-

tions with Moscow. Hus has
clearly, been dropped, and
there was no sign that Moscow
had agreed to put measure on
Vietnam to withdraw.

Split in Burma
opposition

THE chairman of the main
opposition group fighting fur
democracy In Burma has
resigned after a row over possir

hie communist influence, Reu-
ters reports from Bangkok.
The National League for

Democracy said General Aung
Gyi, a collaborator-turned-
critic of veteran leader Ne Win,
resigned as chairman on Satur-
day after fellow members of
the League’s 42-member cen-
tral council voted to reject his
charges flgwlmtL eight council
mwmhgs of bring commmd-ata
or communist sympathisers.
Gen Aung Gyi, 70, had

already established a separate
group, toe Union National
Democracy Party.
The split in toe League was

considered by diplomats a seri-

ous blow for ton emerging
political opposition.
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By Andrew Whitley in Jerusalem

ferapHc yesterday hanfcad fn

the unexpected warmth
injected into toe relationship

by the exchange. The feet that

Mr Levin should have been
rai))*

a

in by Mr Shevardnadze
to receive Us rhawk^ was itself

cause for satisfaction. Since his

anival in early November, Mr
Levin bad been trying unsuc-
cessfully to arrange much low-
er-level meetings with toe For-
eign Ministry .

There was no mistaking toe

urgency with which official^ in
Jerusalem worked to bring the
affair to a speedy end. The
operation amounts to a consid-
erable success for the KGB.
which took toe unprecedented
step of attending a press con-
ference to explain its role after
giving in to demands for an
aircraft »n^ money to leave the

Soviet Union.
The four seem to have been

caught as much by the
onesided nature of Soviet pro-
paganda, which portrays Israel

as such an enemy of the Soviet
state that they assumed they
amid not be extradited from
there.
' Mr Shimon Peres, the Israeli

Foreign Minister, said be had
been given “a written commit-
ment these people will not face

mr yitzhak Shamir, toe t.ncrvi

leader and caretaker Prime
Minister, is expected today to

ask President Chaim Hezzog
for three weeks more in which
to form a new coalition govern-

ment
The Ukud enraged, by one

seat, as toe largest parliamen-

tary party in toe November 1

elections. However, Mr Shamir
has been unable so far to trans-

late initial pledges of support

from potential allies on the far

right and among the small reli-

gious parties into a solid

majority in toe Knesset
Following last week's rejec-

tion by Labour rank-and-file

members of another broad
ffwutinn with Mr Shamir, the
Likud resumed negotiations

over the weekend with ultra-

Qrthodox factions, which hold

the key to power for both of

the major parties.

The talk* were inconclusive,

despite last-minute attempts by
the Prime Minister to over-

come accusations of bad faith

levelled by the most right-wing

of the three ultra-Orthodox
parties, Agudat TzsraeL A writ-

ten document presented yester-

day to the party’s Council of

Torah Sages - its supreme
authority - spelled oat the
Likud’s commitments to its

erstwhile ally.

It was Agudat Yisrael’s

unexpected switch of alle-

giance to Labour last week
which enabled Mr Shimon
Peres, Labour’s leader, to climb

back from near political perdi-
tion and claim to have secured
enough support in the Knesset
to block Mr Shamir’s ambi-
tions.

With neither toe shaky
Labour/Agudat YIsrael deal
dot the resumed Likud negoti-

ations looking capable of prod-
ucing a government over the
next few days, toe role of the
president as the arbiter of toe
Israeli political system will be
decisive.

A longtime Labour politician

who has stretched the preroga-
tives of his to limita,

President Herzog is not obliged

to grant Mr Shamir’s request
for an extension.

If be were to conclude that

the Likud leader’s chancre will

not Improve with time, the
president could transfer the
responsibility of putting
together a coalition to someone

This person would almost
certainly be Mr_ Peres -
although theoretically he cmdd
choose a compromise figure

with demonstrable broad sup-
port
After the similarly dead-

locked 1984 elections, it took 45
days before the impasse
between the two lug parties
was broken, with an agreement
by toe party leaders to take

tuns as Prime Minister- In the

absence offresh elections, such
an outcome remains toe most
likely scenario this year as
wefl.

Egypt ends its ban on
flights by Libyan airline

Sri Lanka brings forward
date of general elections

By Tony Walker in Cairo

EGYPT has opened its airspace

to Libyan commercial flights

after a nine-year closure, in a
further sign of Cairo’s
re-integration in the Arab fold.

The decision to permit Libyan
Arab Airlines to Qy direct to
Cairo was announced last
wighi- and rynyies amid a flurry

of Arab rtipiftiwatfo activity in
preparation for a proposed
Arab summit in Riyadh, Saudi
Arabia, next month.
Arab mediation efforts are

focusing on mrerwraniwg Syrian
objections to Egypt’s return to

toe Arab League at Riyadh.
This cofocKb* with reports of
recent high-level contacts
between Cairo and Damascus
and a toning down of hostile

Syrian ™»dia commentaries
about Egypt
Announcing the decision to

allow Libya to resume direct

flights, an Egyptian official

said Libyan Arab could now
“cross Egyptian airspace and
the national airline can

conduct regular flights to
Cairo".
There was no immediate

response from Libya. The
decision follows recent signs of
a slight thaw in relations,
which have been icy since the
two countries fought a brief

border war in 1977. However,
there is no hint of a formal
resumption, of relations.

Among Arab states, only
Libya, Syria and Lebanon have
not yet resumed full diplomatic
relations with Egypt Most of
them suspended relations in
1919 in protest at Egypt’s peace
treaty with IsraeL

Meanwhile, Mr Yassir
Arafat, chairman of the
Palestine Liberation
Organisation, held his fourth
round of talks with President
Hosni Mubarak of Egypt in two
months as moderate Arab
states sought to build ou a
more conciliatory line adopted
three weeks ago by the PLO in
Algiers.

By Our ForeRpn Staff

PRESIDENT Junius
Jayawardene of Sri Lanka,
bowing to mounting pressure
from toe opposition parties, toe
Buddhist anti Christian clergy,
and a campaign of terror and
economic disruption by the
extremist Sinhalese JVP,
announced tins weekend font

general elections would be held
A«rlt»r than scheduled.
Speaking on Saturday on

state television he mW parlia-

ment would be dissolved on
December 20, the day after
presidential piertinna_ and gen-
eral elections would be held in
February rather than the
scheduled August date.

The announcement was
praised by Buddhist Chris*
Han lAarfAPQ

“We welcome the decision by
President Jayawardene to dis-

solve Parliament and advance
ejections,” said Venerable Pali*

panne Chandanandg
, whose

post in the Buddhist hierarchy
is the equivalent ofa Christian

archbishop.
The opposition, however, has

strongly criticised the derision.

They demand toe dissolution

of Parliament before a new
president is chosen, claiming
the Government is incapable of

running a fair election.

Mr Kumar Ponnambalam,
general secretary of the Ceylon
Tamil Congress and spokes-
man for the Democratic Peo-
ple’s Alliance, the dissolu-

tion of Parliament after the

ppditentl^l Portion was mean.

“Our itonatHi Iwr been
that Parliament be dissolved
before, repeat before, the presi-

dential poll on December 19,

because all government
machinery is being used by
Prime Minister Ranasinghe
Premadasa to continue his

campaign for the presidency,*’

said Mr Ponnambalam, whose
alliance includes the largest
opposition group, the Sri
Lanka Freedom Party.

Economy
continues

to grow
In US
By Anatole Katetsky
in New York

THE US economy continued to
grow strongly in November,
although exports showed signs
of softening for the fourth cot
secutive month, the National
Association of Purchasing
Managers reported today.
The report, regarded as one

of toe most reliable early indi-

cators of each month’s eco-

nomic performance, confirmed
toe picture of a strong, and
possibly overheating, economy
suggested in the US employ-
ment figures which shook the

bond market last Friday.

The NAPM said its employ-
ment index increased to 579 in
November, its highest rate
since last December, and noted
that some purchasers had
“indicated difficulty in hiring
new employees".
The NAPM’s composite

index, the moBt closely-
watched figure, which is

designed to foreshadow trends
across all aspects of industrial

activity, was 5&6 in November.
The index was slightly down

on toe 5R8 reported for Octo-
ber but comfortably above an
average 5&2 in the first 11
months of 1988. This indicator
would suggest a GNP growth
rate of about 3.7 per cent, the
NAPM said.

The indices for new orders,

at 5&0, and production, at 58J,
were down slightly from strong
October levels. But production,
which the NAPM described as
“brisk", was unchanged from
its average of the previous
three months.
The proportion of NAPM

members reporting higher
export orders, 22 per cent, was
down from 26 per cent in Octo-
ber and lower than 37.8 per
cent average of the first seven
months of 1988.
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Following its solid earnings in

1987, BASF is again turning in

a strong performance in 1988.

Figures for the first three quar-

ters show Group sales up by
7.8% and pre-tax profits up
by 22.7% over the comparable

period of the previous year. Pre-

tax profits reached DM 2.6 bil-

lion on sales of some DM 32.5

billion with especially strong

demand in the chemicals, plas-

tics, dyestuffs, and finishing

products sectors. Capital in-

vestments increased by 31.9%.

For the parent company, BASF
Aktiengesellschaft, sales rose

11.8% to DM 15.5 billion, and

pre-tax profits were boosted by
48.6% to DM 1.9 billion.

These results reflect a
strengthened competitive pos-
ition and a continued upward
trend evident already in the

second half of 1987.

Outlook Promising

Based on the results achieved
during the first three quarters of

1988, the year’s outlook for

BASF and its shareholders is

indeed promising.

Looking beyond 1988, BASF
is well-positioned as one of the

world’s blue-chip chemical

companies. Its long-term

The Blue-Chip Innovators

strategy to further solidify its

financial base, strengthen its

product and geographical diver-

sification, intensify its commit-
ment to new product develop-
ment, and enhance earnings

potential through substantial

investments make the BASF
Group well worth watching in

the future.

BASF Aktiengesellschaft

D-6700 Ludwigshafen

West Germany

The World’s PremierWatch Specialists

16Now Bond Streei London, W1Y0PF. Tat 01-403 591 S.

Catalogue avafabieon request.
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OVERSEAS NEWS
FT correspondents assess the outcome of the European summit in Rhodes which, the

Leaders pledge EC will
~

not turn in on itself
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Ryan affair apart, achieved considerable harmony *

, ||

By David Buchan, Tim Dickson and Andriana (erodlaconou

MRS Margaret Thatcher's well
publicised attacks on her Bel-
gian and Irish counterparts
over the Ryan extradition
apair did not, in the end, set
the tone of the European sum-
nut,
This turned out smoothly,

though same of the subjects
that surfaced — tay, social
affairs, border controls, the
Middle East — are sure to
make waves next year. But on
many of these topics the terms
of the debate are changing.

At last, at Rhodes, the Euro-
pean Community squarely
tackled the question of how its
planno^ fifrigfe market should
relate to the outside world. The
summiteers fed the seemingly
inexhaustible foreign appetite
for European Community free
trade assurances with its most
categoric pledge, to date, that
the Community “will not turn
in on itself”.

The key assertion was that
"the internal market will be a
decisive factor contributing to

greater liberalisation in inter-

national trade on the basis of

the Gatt principles of recipro-

cal and mutually advantageous
arrangements" It was the first

such EC pledge set in the Gatt
context, and constituted, as
Mrs Thatcher put it, “a good

'

i message” to this week's Gatt
meeting in Montreal.

• This was the most signifi-
i cant signal sent out from

Rhodes, even if member states
displayed their individual dif-

ferences in the drafting of it In
the end, the gut free-traders
like Chancellor Helmut Kohl
and Mrs Thatcher and instinc-
tive protectionists like Mr
Andreas Papandreou and Presi-
dent Francois Mitterrand were
able to find the right compro-
mise formula.
The most distinctive feature

of this communique was that,
for the first time at an EC sum-
mit, what it had to say on
strictly Community foreign pol-
icy outweighed what it bad to
say to the zest of the world as
an amalgam of 12 nation
states.

Rightly so - because what
the leaders have to say on for-
eign economic relations with
Gatt and partners like the US,
Japan, European Free Trade
Association (Efta) countries
and Eastern Europe is of more
practical significance than the
pronouncements on the Middle
East, Cyprus, Lebanon • prob-

lems which Europe is rela-

tively powerless to influence.

What was more surprising, i

though, was the extent to 1

which, this weekend at least,

EC leaders managed to finesse
their many intrinsic disagree-
ments on internal Community
matters.
Three issues are particularly

divisive - tax harmonisation,
social affairs and removal of
internal EC border checks -
and all three were raised as
leaders took stock of what had
been achieved at this half-way
point to 1992. the date set for
completion of the singly mar,

ket.
“The age of absolutism is

over,” commented one UK offi-

* ,

Cypriot government will seek

EC membership if UN talks fail

i
11

i
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By Andriana terodfaconou
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free movement of people in a
frontier-free Europe depends
ou governments improving
their collaboration to combat
crime.
Each national leader prom-

ised to appoint a special repre-
sentative to co-ordinate the
work going on in different
groups, outside as well as
inside the Community, on con-
trolling terrorism, drug traf-
ficking, Illegal immigration,
and on working out common
visa, asylum and immigration
policies.

Fresh from her stormy meet-
ings with Prime Ministers
Charles Haughey and WDfried
Martens, Mrs Thatcher said:
“It's not chHordinatum, but fun-
damental decisions, that mat-
ter." None the less, the OK
sees the co-ordination move as
a positive step, which may be
acted on as early as this Thurs-
day when EC interior ministers
are to meet in Athens.
One explanation for Mrs

Thatcher's relaxed perfor-
mance - and indeed for the

cial as Rhodes showed up
changes in some of the battle
lines. On tax, Mr Jacques
Delors, the European Commis-
sion. president, acknowledged
that harmonising savings tuxes
was both more urgent and dif-
ficult than bringing indirect
tax rates together.

If so, France may display
the UK at the centre of the tax
harmonisation debate, with Mr
Mitterrand openly threatening
to block capital liberalisation

as long as Frenchmen have an
incentive to shift their highly-

taxed savings to low-tax
havens like Luxembourg.
One sign of waning absolut-

ism was the communique’s
stress that progress towards

non-confVontational nature of
the summit — was the absence
erf any direct reference to, or
discussion of, her now notori-
ous Bruges speech in Septezn-

. her in which she set out her
controversial views on the
future of Europe.

It was almost as though
Bruges was a taboo subject.
Just as intriguing, though, is

the British argument that the
new doubts which crept in to
some of the discussions at
Rhodes, the new willingness to
slow down the debate in cer-
tain areas, are the result of the
Thatcher agenda entering the
Community bloodstream.
HOwever,the fundamental

reason for relative harmony at
Rhodes was that this summit
did not try to take any key
decisions. That will come next
year during the Spanish and
French presidencies of the EC,
which will turn on the pres-

sure for decisions on social,

monetary and tax decisions.
Rhodes could prove the calm
before the storm.

IF UN-sponsored peace talks
for a Cyprus settlement col-
lapse, the Cypriot Government
will promptly apply for full
European Community member-
ship and call tor the direct

- Involvement erf the Twelve in
endtng.toe division of the Med-
iterranean island republic.
Greek-Cypriot sources,

speaking on the margins of the
Rhodes EC summit, said that
under normal circumstances,
the Cyprus Government would
prefer to wait until the Com-
munity signalled its readiness
for another wave of enlarge-

ment before tabling an acces-
sion application.

However, the sources said a
breakdown of the peace talks
would constitute an emergency
situation, warranting an ear-
lier application move.
They meanwhile hailed a

call .by the European Council
hi Rhodes fix- rapid progress
towards a Cyprus settlement
based on UN resolutions.
The talks began last Septem-

ber and are working to a dead-
line of June next year. The
first round ended inconclu-
sively last month. The talks

will resume on December 19.

In the second round, the two
sides will table a range of non-
binding options on the key
aspects of a settlement.
The interlocutors will then

try to construct a federal set-

tlement plan. They will select
from among options' in a meet-
ing with the UN Secretary-
General, Mr Javier Perez de
Cudllar, in New York in March.
The northern third of Cyprus

was invaded and occupied by
Turkish troops in 1974, in the
wake of a Greek military coup
on tha island.

France backed on TV standard
By Tim Dickson

PRESIDENT Franqois
Mitterrand of France won gen-
eral support from other lead-
ers at the Rhodes summit for
efforts to promote the Euro-
pean standard for high defini-
tion television (HDTV) and

.
Ihgupean-programme jnafcjng.

.

The French leader returned
to his favourite theme that
Europe will lose a key com-
mercial and cultural battle if

it lets Japan dominate the
next generation of television
hardware and (he US televi-

sion software.

With particular support
from Chancellor Helmut Kohl
of West Germany, he got the
summit communique to refer
to the “extreme importance"
of developing “Europe's
audiovisual capacity”, with an
appendix: which gives detofia

of a French plan for an
“Audiovisual Eureka".
As with the 1985 launch of

the Eureka scientific pro-
gramme, France has
announced it will host a con-
ference next spring bringing
together governments, TV net-

works and programmers from
all European countries, Includ-
ing the Soviet bloc.

This opening to the East has
attracted West German politi-

cal support, while die French
commercial interest is evi-

dently to secure the: eastern
market for its companies, such
as Thomson.
French officials predict that

some 80 per cent of TV sets

will be replaced In the next 15
years and fear the supplier
will be Japan if Europe does
not collaborate.
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Spanish union expels

leaders over strike
The London Traded Options

Market is pleased to announce

a new addition to its range

of products. British Steel. With

By Peter Bruce in Madrid
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SPAIN'S biggest trade union,
the socialist UGT, which is

leading a general strike- on
December 14 to protest at
socialist government employ-
ment policies, is struggling to

contain dissent within its

ranks and- has. been -forced -to

-

expel union leaders who have
come out against the strike.

The expulsions are the first

evidence of intense lobbying
~

- within -UGT ranks by the-Gov- -

eminent of Mr Felipe Gonzalez
.to weaken the .position of

.
the.

UGT leader, Mr Nicholas
Redondo, who last month
rebelled against the union's
fraternal party and. joined
forces with the communist
CCOO union to call the strike.

-At fire-same time, Mr Gonza-
lez, in.an interview published
yesterday, -has -Strongly denied

'

i rumours that he might call an-
early general election TTthe
strikei£t9PC<?Bss^.Theupipns-

. .wantio protest against govern- __

. ment plans to implement a
scheme to find jobs for 800,OQO-

youths in the-next three years •

by allowing employers to pay
them minimum wages without
guarantee of long-term jobs.

The UGT leadership, how-
ever, has been scrapping with
the Government for three
years over job creation and
-fight wage policies, which it

sees as a betrayal of the social-

ist promise once held out to
workers by Mr Gonzalez.
Last Thursday it expelled

fire leaders of Its farm workers’
division and on Friday the
leaders of its wealthy chemical
industry affiliate were expelled
for coming-out in support of

the Government
The . dissent has Jnfiiriated

and embarrassed Mr Redondo,
whose position now depends
on the success of the-sfadke.

But while the turnout of only
25,000 youths to a UGT-CCOO
demonstration against the
emptoymehTscheme in Madrid
last week was:' below expecta-
tions, observers .expect. the
strike next week to be effec-

tive. The unions want to bring
the capital to a standstill-
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West German Greens
move closer to split
By David Goodhart in Bonn "*"1 -i \

British Steel shares available to

the market at 2.30pm oh- 5th

STEEL BECOMES A December, British Steel Traded

LOT MORE Flexible

WITH TRADED OPTIONS

Options will also join the other

©O leading equity options now
being traded on the LTOM. Our

extended range of option

contracts offers you greater

strategic flexibility through a

WEST GERMANY'S
faction-ridden Green -Party
took tt step closer to splitting

at toe weekend when the party
executive - dominated by tire

• fundamentalist . “Fundi” wing
-^.resigned after losing;* ooriffc

douce vote unexpectedly.
-"The -vote, '214 to 186 against

~the"executive, atra:special
-
con-

ference on next year's Euro-
pean elections was nominally
over the handling of the finan-
cial scandal which has been
rumbling since June. Although
only small sums of money
were allegedly appropriated,
the scandal lias damaged one
of fire Greens' greatest assets
- their purity;.

- - - •

Behind the argument over
misappropriation lies the- deep
political split between toe

pragmatic “Realo” wing, ready
to abandon purist policies in

exchange for political power,
and toe leftist Fundis.
The Realos, who already

dominate .toe Green group in
the German Parliament, now

- hope to take control of toe
executive when new elections
are hdd' m -Febnraryr-The
Fundi wing might then peel
off, leaving a smaller Realo-
dominated party which would
try to revive the option of
deals, at regional or national,
level, with the Social Demo-
cratic Party.
But to remain a political

force the Fundi-less party
would have to win more than 5
per cent of the national vote.
At the last election- the Greens
won more than 8 per cent

Ml
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US-Europe trade disputes

discussed in Brussels talks
By John Wyies in Brussels

wider choice of investment

instruments. And more choice

INTERNATIONAL
STOCK EXCHANGE

means more than just taking

advantage of the available

underlying stock. Why not find

out exactly what these flexible

instruments have to offer?

Contact your adviser, or send

for the LTOM brochure ‘A GUIDE TO TRADED OPTIONS’ and

details of the LTOM video, the options analysis and pricing

diskette and various training courses. Expert assistance is

also available on the LTOM information line: Ol -628 1054.

LEADING businessmen and
parliamentarians from both
sidles of the Atlantic launched
an exercise in joint consulta-
tion and communication yes-

terday to try to help minimise
political and commercial dis-

putes between Europe and the
US.
The US/EC Advisory Busi-

ness Group met for two days In
a hotel near Brussels at the
weekend and plans to convene
again next summer to develop
a debate which ranged over the
Community's 1992 internal
market programme, trade and
competition problems with

Japan and East West relations.
"We identified the need some

time ago for better channels of
communication between busi-
nessmen and policymakers."
said Mr James. Elies, Conserva-
tive MEP for Oxford and Buck-
inghamshire and a chairman of
the American-European Com-
munity Association's European
parliamentary committee.
He said that is months of

preparation had gone into the
weekend meeting and that par-
ticipants had unanimously
agreed that it should be the
start of a regular series of con-
tacts.

5R|

STS

Pocket m
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Hong Kong lifts

prime half-point

to 10% today
By John ElHott in Hong Kong
HONG KONG's prime lending 10JS per cent Using central
rate goes op by half a percent*
age point to 10 per cent from
mis zooming. This was decided
on Saturday by the territory's
Association of Ranfeq

.

“We have raised the rate
because intprhnpiy rates have
gone up in the last couple of
weeks. and there is a general
trend for higher rates in the
US and the UK," Mr Chris Pav-
Ion. chief treasury manager of
the Hongkong and Shanghai
Banking Corporation, said yes-
today.
The move was in line with

the Hong Kong Government's
policy of maintaining a peg
between the colony’s dollar
and the US dollar. Last Thurs-
day the Government indicated
that it wanted interest rates to
rise after the US had increased
its prime rate by half a point to

banking powers which it took
over from the Hongkong Bank
la the summer, the Govern*
xnent reduced money supply by
taking HK$20m <£L4m) OUt Of

the interbank system.
The five-year old policy on

the dollar peg has come in for
criticism recently. Mr David. K
P Li. Bank of East Asia chief
executive, last week warned
that the peg could mean the
depreciating US dollar leading
to higher interest rates.

It could also raise inflation,

which is expected to reach 10
per cent in a couple of months.
However, the Government

said there would be no change
in the policy. On Friday the
HK dollar rose to 7.8030/35 to
the US dollar from 7.8037/47
because of expectations of a
higher prime rate.

HK Basic Law protest
By John Elliott

MORE than 500 demonstrators
led by Mr Martin Lee, a promi-
nent liberal Hong Kong lawyer
and legislator, yesterday
marched to the offices of
Peking’s unofficial embassy,
the Xinhua News Agency, and
burned copies of the draft

Basic Law which will govern
the colony after it reverts to

Chinese sovereignty in 1997.

They were protesting against

clauses which would give
Peking virtual control over
who becomes the first chief
executive of the new Special

Administrative Region of Hong
Kong in 1997 in place of the
present British governor.
They also object to proposals

which provide fear subsequent
chief executives being chosen
by an election committee
rather than universal suffrage.

NEW INTEREST
RATES

b,orated
hy
Up*

PERSONAL
LENDING

Interest Aanond
ntr ptmatagi
% pLi. MM*

With effect from 5th December 1988

LOO
Home Improvement

Loan
15.00 1A10

LOO HomeOwner Reserve 17.00 18JO

L20
Home Management

Account
22.20 24JO

With effect from 3rd January 1989

180 FlexiLoan 2L00 23JO

LOO
Save and Borrow

Account
22.00 23M

OTHER RATES
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OVERSEAS NEWS

Spanish machine tool makers face new challenge
Their fate will test the single market’s ability to invigorate remote areas, Peter Brace writes

..... .N., VnnHia in F.lenihar in 1952 ...

With effect from 29th November 1988

Clients' Premium
Deposit Account

11.25 £25,000-£99,999 8.63 N/A
11.75 £100,000+ 9.02 N/A

m-. MIDLANDVSV The Listening Bank

MIDLAND BANK pic, 27 POULTRY, LONDON EC2P 2BX

T HE lush mountains of
Elgolherri, just behind
San Sebastian, have for

decades been a recruiting
ground for rite Basque separat-

ist organisation Eta. They are

are also home to most of

Spain’s booming machine tool

industry.

Tbs Spanish first made tools

here in 1885. A second arm of

flie industry in Catalonia has
gradually withered in favour of

the textile trade and some 75

per cent of Spanish producers,

who rank 10th in the world,

now duster in the Basque
country.
The heart of this community

is contained in a triangle
formed by Azcoitia. Azpeitia

Elgoibar, small towns that
would probably never have
amounted to anything if the

Spanish Civil War bad not
ended just as World War II

began. The Spanish were
forced to rebuild their shat-

tered industries using their

own tools. By 19G9, 10
years after Franco gave new
impetus to the economy by
opening it up, some 350
yrmehtrw tool makers were in
production.
About 140 survivors remain

and now a new test - the
opening up of European Com-
munity markets by the end of
1992 - is on the horizon.
Small, often undercapitalised
and vulnerable, they are
approaching the new world
with trepidation. The Basque
country, with the highest
unemployment rate in Spain, is

not a place many industrialists

would choose to start Ufe in.

"They are scared but pre-

pared,'’ says Mr Alberto
Oztueta Azcarreta. director-
general of the Spanish Machine
Tool Producers Association in

Bilbao. "We may be small but

we are flexible. Our market
share will never laU below 50
per cent."

That is quite a boast. British

producers have less than 40 per
nmt of their market but the
Spanish - because their home
market was not considered
interesting by the Japanese 10

years ago - never suffered the

powerful attacks that the Brit-

ish and West Germans did.

Spanish machine tool con-
sumption is growing foster

now than anywhere else in

If Spanish prodneers
remain confident, the

secret probably

lies in the little

Europe: Domestic consump-
tion grew by 87 per cent to
5606m (£336m) last year and
totalled nearly S400m in the
first half of tins year. Imports,
spurred by the country’s rap-

idly growing economy and by
the arrival of big foreign manu-
facturers, grew by 137 per cent

to J250m in 1987 and totalled

$j50m in the first six months of

rids year. Spain's machine tool

exports grew only 22 per cent

to $218ni last year and 12_per

emit more to 5122m in the first

half of 1388.

If the Spanish producers
remain confident about their

future in the face of this new
competition, the secret proba-

bly lies in little engineering
towns like Azcoitia and the
engineering culture that sur-

rounds K- Mr Jose Maria Uria,

for example, started by making
ffwnpta presses but moved into

broaching machines.
His business, Lizuan.

employs around IS people in

good years and turns over
some Pta 150m (£715,000) a
year. He says be is not scared

of 1992. “We are very small and
we can defend ourselves," he
says. Mr Uria, like many of the

smaller producers - some
employ just five or six people
- make their living by supply-

ing marhineB to clients, often

other Tn«w*hmo tool makers. If

the industry was spread widely
about the country as in West
Germany or Britain, survival

would be much harder.

At the other end of the scale,

some of the big producers are

as mnscnlar as any of their EC
competitors. Danobat, a coop-
erative just outside Elgoibar,
employs more than 500 people
in three plants and nearly dou-

bled its sales to Pta 4^bn
between 1984 and last year.

The country’s biggest producer
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with a product range to match,

it has also just become the first

Spanish machine tool manufac-
turer to sell a complete com-
puter controlled flexible manu-
facturing system abroad - in

this case, a gearbox line to a
Czech tractor plant.

“The export market will not
change much after 1992.” says

Mr -Tuan Almira 1. a senior Dan-
obat sales executive. “The big

difference will be in favour of
Europeans selling here.”
That may be true, especially

if foreign investors continue to

draw in machine tools from
their own countries. But the
Spaniards have already had to

weather a dramatic reduction

in import tariffs, which have

fallen from 35 per cent to just 8
per cent since Spain joined the
Community in 1986.

For the smaller producers,
though, tbere are compensa-
tions. “The components we
have to buy in the EC, like

motors from West Germany,
will be cheaper when the tar-

iffs disappear." says Mr Jose

Maria Sagarzazu, finance direc-

tor with Ibartnia, a drilling

machine producer employing
47 people in Azcoitia.

While many big European
competitors have been forced

to abandon simple volume
products to concentrate on
those with better profit mar-
gins, the small Spanish produc-

ers have tried to hold on to

their traditional clients.

Sprint, a lathe producer in

Azpeitia. has suffered problems
that typically prey on small
family businesses. It was
founded in 1959, but its long-

serving technical director died

three years ago, not long after

the company decided to

broaden its product range and
build CNC (computer numeri-

cally controlled) lathes as well
“It left us without our father,”

says Mr CincuneguL Turnover
is relatively small at Pta 500m
a year, “and we have to

finance ourselves. The banks
only lend money to the people

who already have it.”

Mr Urbano Conde, a rugged
engineer, started his company,

Kondia. in Elgoibar in 1952

doing contract work for local

component manufacturers, and

has enjoyed relative success.

Business blossomed 10 years

later when he travelled to the

US and contracted dealers on

the East and West coasts. Now
an important milling machine

and CNC producer. Kondia

employs 100 people and its

sales reached Pta 1 .5bn last

year. Mr Conde began making

machining centres just six

years ago and already they

account for 60 per cent of his

turnover.
The decline of the dollar

against the peseta in the past

few years has hurt Spanish

exporters. The US has been
overtaken by West Germany as

the biggest export market but

the high rate of sales to two

such demanding markets, say

local manufacturers, is testi-

mony to the quality of their

products.
"We are better than the new

Asian producers," says Mr Cin-

cunegui at Sprint. Mr Ortueta

at the industry association
says the arrival in Spain of

Ford and GM in the 1970s made
a “decisive contribution” to

local standards. “We had to

begin to work with much
greater precision and quality.”

he says. Allowing for some
self-publicity, the assertion by
Mr Almiral at Danobat that

“the pace of technological
change in Spain has been fas-

ter than anywhere else in the

world” has a plausible ring

about it. Ona. based in Dur-
ango just west of Elgoibar, is

already the EC's biggest pro-

ducer of spark erosion
machines, a technology that is

rapidly challenging traditional

milling methods.
The Spanish did come

slightly later than the big EC
rivals to attaching computer
controls to their machines but

their strength remains their

ability to do so and maintain

their positions in more simple

EUROPEAN
HiliMET

technologies as well. While
Estarta and Ecenarro's special

purpose machines do well in

the domestic market, its

exports are led by its tradi-

tional core business, grinding
machines. Ibarmia has moved
into CNC machining centres

recently but its main business

remains drilling machines.
“We don't want to leave dril-

ling machines," says Mr Sagar-

zazu, “but we want to have a
machining centre capability as

well."

The lowering of tariffs ahead

of 1992 also means that the

leading computer controls like

Siemens or Fauuc will be
cheaper to import. Fagor has

begun producing a domestic
control but it has nor yet won
wide acceptance among export

customers.
But lower tariffs and Spain's

happy economic condition are

proving double-edged swords.

Producers like Mr Sabatie at

Estarta and Ecenarro complain
that American competitors and
other manufacturers have
begun to flood the hungry
Spanish market with cheap
second-hand machine tools.

Spam's machine tool build-

ers are not the only such
small, close-knit industry in

the EC. But the fact that liiey

mostly huddle together in a

poor, troubled corner of the

new Europe means that their

fate will be a test of the Single

Market's ability to invigorate

and revive beyond the big cen-

tres of political and economic
power.
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MAKING MONEY IS NOT EASY.

MAKING GOLD IS IMPOSSIBLE.

*. .

.

.

•

THE .SWISS BANK GOLD ACCOUNT.
I or initio! imcstnicnts'ol SL '00 -.irid more.

All the gold ever mined would only

make up an eighteen-metre cube. Itis easy to

see why gold has historically been a sound

and inflation-proof investment

And why, in times of economic un-

certainty, it has thrived. (In the Wall Street

crash of 1929 the price of gold actually

went up.)

Now,Bankvon Ernst’s Swiss Bank Gold

Account can provide you with an even

surerinvestment

By purchasing gold on a regular basis

we can help you to buy at a lower average

price than the market average throughout

a given period. You will physically own
gold, which you will be welcome to view

or collect at any time. And you will pay no
VAT or Turnover Tax on gold purchased in

Switzerland.

To find out more, simply call Michael

Vlahovic in Switzerland on (31) 224051,

or post the coupon.

Please sendmeabrochure onThe SwissBankGoldAccountTo: Bankvon Ernst&GeAG., Marktgasse 63/65,

PO Box 2622, 3001 Berne, Switzerland. (Details to be treated in utmost confidence.)

Name Address eicuam.

EST

HILL SAMUEL INVESTMENT SERVICES INTERNATIONAL SA.

1869.

WE
BEf jI KV E
THEMORE
ACTIVE THE
market;

THE
BETTER
THE
PRICE.

The supply, the rtemanfl The
buyers, Hie sellers. Together, they
make the market Together, they
pmriwy ftm Ffajniflttgtfl find tftg

best possible price. At tbe lowest

No other fuiuieb maticet brings

campetizn^iQriDiLNofXiiermazket
has mom highly cnpftatizfiri Inca]

trades actively, openly compsting
for the best pice. The price fluffs

driven by the global market
Othersmay tty torecreate itBut

nootterstaticalmatches it. Tbe
ChicagoBoonlofTmife. Befierveintt.

The exchange to beBeve in.
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Young expected to change
rules on share declarations
By Philip Stephen*. Political Editor

The Government may this
week announce plans for legis-

lation to lower the current S
per cent threshold at which
shareholders must declare
their stakes in public compa-
nies.
The move, which would

make takeovers more expen-
sive by reducing tbe sbarendldr

ings that predators could build
ttti before declaring their band,

would be incorporated in the
new PfWmpaniftB Bin which the
Government hopes to publish
before Christmas.

It is thought that Lord
Young, Trade and Industry
Secretary, is considering a
reduction in the Share declara-
tion threshold to 3 per cent.

He may the
on Wednesday of a guide to the
Government's mergers policy
to amuwwM-p fhn change. Other-
wise. the announcement will
come Twgrt we&
Such a reduction would not,

however, signal any softening

Lord Young
of the Government’s rejection
of calls hum the Confederation
ttf British Industry (CBI) and
from the Labour Party for it to
take a more Interventionist
line in blocking hostile bids,

particularly from overseas.
Lord Young win make clear

that, except in exceptional cir-

cumstances, the Government
win intervene only if there is a
dear threat to competition.

Overall, Lord Young appears
to regard the CBTs representa-
tions essentially as attempts to

protect the "sitting tenants" mi
company boards from the disci-

plines «nd incentives imposed
by the threat of takeover.

Against that background, a
move to lower the 5 per cent
threshold would be presented
purely as a move to Increase

the “transparency" of stock
market transactions rather
than to bolster tbe defences ol

takeover targets.

The Companies BUI will also

include several measures to

streamline procedures for non-
controverslal mergers.
A document issued fay the

Department of Trade and
Industry earlier this year said
that

,
uniter the Government's

policy of leaving most merger
tfaridnnfl to tha market, “it Is

important that adequate infor-

mation should be available for

the market's assessments and
decision."

Grants fail

to influence

skills plans
By Jimmy Bums
UKGOVERNMENT grants and
other incentives have done rel-

atively little to persuade com-
panies to develop training pro-

grammes, according to a report

commissioned by the Depart-

ment of Employment
The department commis-

sioned the report, which
appeared in the December
issue of the magazine Person-
nel Management, from a
research team at Warwick Uni-
versity. & analyses influences

on tiie growth of a company's
training and development
activity.

“External sources of finance
to offset training costs appear
to be a relatively weak influ-

ence on firms* propensity to
train," it states. "Among tire

recipients of grants, the gen-
eral view is that that grants
mnlra no dHfcriaire, 07 only a
marginal difference, to the
training they do."
The authors of the report

identity as one of the most
important influences the exis-

tence of a "positive culture for

training” within the company
itself.

Employers to head

new training scheme
By Claries Le&dbeater, Labour Editor

MR NORMAN Fowler, UK
Employment Secretary, is
today expected to publish a
white paper (policy document)
on training, which will set in
motion toe most radical over-

haul of the British training
system since the creation of
statutory Industrial Training
Boards in 1961
The white paper will give

employers a big role in setting
frafirring prlnrfftes <nir! tterfrirng

how government finance for

training should be spent The
scheme is modelled on prac-
tices in the US.

It will replace -the national,

tripartite decision-making over
training, which gave trade
unions an important role, with
a local, private, employer-led
system.
The white paper's centre-

piece will be a plan to create

.about 100 local Training and
Enterprise Councils. Tbe coun-
cils will be introduced gradu-
ally over the next five years.

Much of the Department of

Employment's £3bn-a-year
training budget will eventually
be disbursed to the councils. It

is thought each council may

have an budget of

about £20m to £25m to spend.

Private sector employers will

have an overwhelming major-
ity ou the councils, with about
two-thirds of tbe seats on gov-

erning bodies. Urn remainder
will be made up by union offi-

cials, local councillors and edu-

cationalists chosen by the
employer majority.

The plan js certain to pro-

voke protests from Labour
local authorities and some
Conservative-controlled coun-
cils, as well as trade unions.

The training bodies will be
modelled on private industry
councils in the US- The coun-
cils will not provide training,

but will instead assess local

training needs. They will then
draw up plans to meet the
needs ana arrange contracts
with local training providers.

The councils will only receive

tbe money if they can meet
performance criteria.

Most of the council's ftnancp

will be provided by the Govern-
ment but employers will be
increasingly expected to con-
tribute thetr own money.
Time to change. Page 18

Accountants

seek rules

on valuing

brands
By Richard Waters

URGENT guidance on how
companies should account for

brands and other Intangible

assets has been called Cor by
senior accountants represent-

ing Britain’s leading profes-

sional bodies and accountancy

firms.
Ranks Hovis McDougall, the

food and drinks group, broke
new ground two weeks ago
when it became the first large

UK company to value Its exist-

ing brands. Accountants say
that many others are piaiming
to follow suit.

Valuing such assets
increases a company’s
reported shareholders’ funds
and thus automatically
improves Us gearing (the ratio

of borrowings to shareholders'

The fact that there are few
roles on how companies
should do this will lead to a
free-for-all in which companies
will adopt the method that
suits best, accountants
fear.

This emerges from a straw
poll of 12 accountants who, as
technical directors of leading
accountancy firms and profes-

sional bodies, are representa-

tive of tiie profession’s views
on technical accounting issues.

They are unanimous in call-

ing for guidance from the
Accounting Standards Com-
mittee (ASC), since few rules

exist In this area. However,
several questioned whether
the ASC has tite resources or
the will to act quickly.

Mr MighAd Renshall, ASC
chairman, said that he had
called for a paper on the sub-
ject for the committee’s next
meeting, on December 14, and
hoped to be able to make a
statement on it. However, he
«nyi Hiat be could not promise
any guidance.
A wain area of concern is

that some companies intend to
value infgngihte assets other
than brands.
Accountants say that some

of these, such as a company’s
name, are difficult to Identity
as separate assets.

Also of concern is that com-
panies want to keep any
Ailing in value of assets such
as brands from affecting their

profits in future years. Several
accountants rfntm that is

an attempt to “have it both
ways” and should not be
allowed.

SO WHAT'S NEW?
Financial fraud is as old as money itself.

The problem is that the amounts are bigger and the means more numerous.

In December, The Banker looks atwhetherbankers are really mendacious
or simply misunderstood.

The Enforcers or Bolting the stable door..:The SEC therUII financial Services Act, the DTI and the Basle Concordat

AND an elusive interview at BCG.

ALSO INTHE DECEMBER ISSUE
Back to Natur& Ecologists are delighted butwill debfrfor-
nature swaps catch on?

Sweden'sASEA Brown Boveri develops tastefor
commercial paper.

SWIFTBinarias

AND

A 36pagespecialon theTbp100Arab Financial Institutions

THE BANKER- thecompletemonthly briefing for a!!

financial strategists available now from newsagents In
Paris, Basle, Zurich, New York, the Eastern States and
Canada.
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fiscal policy

role in economy
By PMUp.Stephens, Political

MRNorman Lamont, Financial

that . the Government vss
tofally ignoring fiscal policy In
setting its economic strategy.
In a weekend speech aimed

at deflecting recent Labour
Party attacks on the Govern-
ment’s reliance an high inter-

est rates to contain inflation,

Mr Lamont said: “The Govern*
ment hilly recognises the rote
of fiscal policy.”

What ft was firmly against,
however, was “short-term tin-

kering with tax rates in hasty
judgments that axe nearly
always wrong; That was the
history of the Labour Party’s
never-ending series of mini-
budgets.”
: - So-, while the Government
had recognised the importance
of fiscal policy from the start,

it had sought to pot it is a
medium-term context and had
recognised the importance of
tax reform in improving- the
supply side of the economy.
Labour’s claim that cuts in
higher tax rates in the last

Budget were behind the detect-

Edltor

oration in the trade pneWon
were patently absurd.”

Mr ‘ Lainont’s comments
reflect kb wknowladgemeni la

the Government that its recent

public emphasis on interest

rates as the hey short-term
ftwfwmgwi; for the control of
Inflation may have intensified

criticism on its own back
benches as wen as from opposi-

tion parties.

Mr Nigel Lawson, Chancellor
of the Exchequer, has already
mad» that he is planning
for a large budget surplus

again next year and that he
regards the scope for tax cuts
in the Budget as likely to be—— gj—

»

At the weekend, Mr Nell
Kinnock, the Labour leader,

again attacked the recent rise

in borrowing costs to 13 par
cent as likely to provoke
higher, not lowo:, inflation and
further damage Britain’s trade

position.
He isal* “The very strategy

chosen by Nigel Lawson to
combo* the problems erf infla-

tion and imports will push up
costs and help importers.”

Banker calls for weaker
pound to reduce deficit
By Michael Prows* .

SOME DEPRECIATION of the
'pound to restore lost competi-
tiveness is necessary if

Britain’s current-account defi-

cit' is to bo significantly
-reduced next year, according to
flfr Christopher Johnson, chief
economic adviser to Lloyds

In the December issue of the

bank’s Economic Bulletin, out
today, he says the Treasury
should aim to reduce the exteas

nal deficit next year by about

£4bn, or 1 per. cent of gross
- domestic protect That would
require a fell in annual domes-
tic demand growth from 6 ar7
-per cad to only 1% per cent
v The weaker pound will help

toxewive the growth of exports

and curb the expansion of
•imports. Mr -Johnson -says

exports need to grow by 8 par
cent next year-compared wtth

per cent this year. Import
growth needs to fall from 12

per cent to 5 per cent
Last week, in evidence to the

Treasury smd -Civil. Service

Committee, the Chancellor of

the. Exchequer reiterated his

commitment to a strong pound
as an «nchnr on inflation.

Mr Johnson says the Trea-

sury’s prediction of a £l3bn
current-account deficit this

year is probably too high- The
true figure may be nearer

fittibn.

On -present policies, Mr
jfthn«m gays, any large reduc-

tion of the deficit will be post
paced until 1990 or later.

While, a continuing deficit

could be fltMiwnwi for some
years, foreign confidence
would be mihanced if the defi-

cit ware seen' to be moving in
the rigid direction.

Farmers
head for

Royal

Smithfield
By David Richardson

FIFTY thousand farmers are
expected in London this week.

Most will head straight for the

Baris Court exhibition centre,

where the Boyai Smithfield

Show begins its four-day run
fhfa morning.

Originally a fotstock show,

the Smithfield has become
Britain’s winter shop
window for form machinery.

More than 300 manufacturers

have squeezed their products

into the cramped hall in tile

hope of attracting customers.

Hundreds of cattle, sheep
and pigs axe on display as

well, as farmers compete to

produce the best meat animal
in its category.
This year the organisers

have limited the numbers of

cattle in particular to fewer
than 400, compared with more
than 500 in 1987. Expansion
plans for the Earls Court
building are progressing
slowly and in the meantime
floorspace has been reduced.

It is perhaps a paradoxical
but coincidence that

this has occurred when UK
beef production has fallen to a
15-year low and average form
fnrpme has declined to its low-

est post-war level.

Overall, however, according
to Mr Doug Walker, president

of the Agricultural Engineers
Association, unit sales of trac-

tors this year are forecast to

rise fay 12 to 15 per cent to

22,000 while those of other

machinery will rise 10 per
cent
However, the improveKient

has been lopsided, with tractor

sales to livestock-based farm-

ers - mainly in the west of

England - almost doubling
from a low base, while arable

formers tn the east have cat
purchases by about a third.

British machinery manufac-
turers at the show were mod-
estly optimistic that the
improvement in sales would
continue into next year.

Beyond that, they are licking

their lips at the prospect of

1982 and the 9m agricultural
hriiHwp in Europe to which
they will gain earner access.

Outride the exhibition ball

yesterday, about 100 members
of various animal welfare
groups protested against eat-

ing meat and factory forming.

Accountants grapple with intangible assets

Richard Waters on companies’ craze for including ever more items in

nwnimtfi.

VALUING “intangible
jtarns such as brands is

set to become an uncon-

trollable craze in the coming
montha

.
according to the dozen

senior technical accountants
who took part in a straw poll

at the end of last week.

Many more examides of this

jnwmnting fashion are set to

appear — and they will push
the .boundaries of companies’

accounts, and readers’ credu-

lity, for further than at pres-

ent, die accountants believe.

More important than the

range of devices that will

emerge is the fact that the

accountants feel they are los-

ing control: without clear rules

to back them up, auditors will

find it difficult to influence the
accounting policies companies

choose.
The Accounting Standards

Committee has not committed
itself to action, but is consider-

ing issuing rules. “To the
extent that we are seeing dif-

ferent approaches being used
that produce very different fig-

ures, we are concerned." said

Mr Michael RenshaU, its chair-

man, at the end of last week.

Two subjects are making the
accountants particularly wor-

ried. The first is what counts

as an “intangible asset” If a

pfimpawy earn identify one of

these and give it a value, audi-

tors can do little to resist its

appearance in the accounts.

The only guidance at present

Is that anything that can be

said separately from the bust- .

ness as a whole can be shown

in the accounts. Examples
given in the 1981 Companies
Act are: “Concessions, patents,
Krpnrma

.
trade mflrks and simi-

lar rights and assets.”

The ASC has since added

publishing titles, franchise

rights and cnsftmigr lists. That

is prompting some companies

to think creatively about other

Intangibles.

One is a company’s name
Itself - a possibility being con-

sidered by WPP, the advertis-

ing group. The idea left

accountants divided last week.

Purists say a company could,

in theory, sell its name and
fXffitinpg in business under a

new one. _ .

Others, however, argue mat
valuing the name is a way of
putting a value on a company's
goodwill itself, since much
attaches to the name. Also, a
name could never be sold in

practice, they say.

Other, more bizarre “assets"
might soon start appearing in

companies’ accounts: for

Michael Renshall of ASC:
“we are concerned"

instance, customer lists and
distribution channels.
Once the process starts, it is

hard to see where it will stop,

the accountants say. US com-
panies provide some indica-

tion.

A 1987 review erf the account-

ing policies of the 600 largest

US companies, undertaken by
the American Institute of Cer-

tified Public Accountants, iden-

tified more than 2Q0 examples
of separate intangibles other
than goodwill appearing in the

accounts.
Examples included software,

customer lists, drawings, pur-

chased technology, and cove-

nants not to compete. When
will these appear m the UK?
And how much more creative

will UK companies be?

Hie second matter of con-

cern is that UK coinparries, if

they value intangibles, are not
forced to write them down
against profits in the future -

unlike US companies, which

must write them off over no
more than 40 years. Ought
companies to have such free-

dom to show whatever assets

they like, yet be allowed not to

take any extra cost against
profits?
Uanks HOViS McDOOgaU, thfi

first to pronounce an the sub-

ject, said that any fall in value

shown up by a three-yearly

revaluation of its brands would
not be shown against profits.

Nor would it apply a regular
annual depreciation charge.

That prompted several
accountants last week to cry

“fouL" Brands, like all other
assets, wear out in the end,

they claim. One-off falls in

value are simply another form

of regular wearing-out charge,
anil ahnnM be set against prof-

its.

their accounts
A further debate is brewing

over how intangibles are val-

ued. The accountants are sep-

arating into three camps, those

holding: that the value should

be based on costs previously

Incurred; that it should be the

discounted value of future pro£

its from the asset; or It should

be the replacement cost (ie

market value).

The differences thrown up
by these different methods pro-

vide interesting food for

thought. RHM, for instance,

claimed that its method (a

form of economic value built

on current, rather than future,

earnings) showed the existing

value of the brands to the busi-

ness. Its assets were actually
worth far more than that, it

claimed.
The implication of that is

that the replacement cost of

the brands exceeded their eco-

nomic value. And that, as any
economist will confirm, is a
sure sign that a company
should seQ the assets in ques-

tion and move into some other

line of business.
Companies may choose what

intangible assets they value

and how they do it, but they

should at least be aware that

they may be opening a Pan-

dora’s Box in the process.

Corporate contributions

to Conservatives double
By Clay Harris

BRITISH COMPANIES more
than doubled their contribu-

tions to the Conservative Party

to a record £A53m in the year

to Matf-h
.
according to the

wnnnal survey of political

donations by the Labour
Research Department, an inde-

pendent trade union organisa-

tion.

The total, given by 333 com-
panies, compared with £5LQ9m

donated to the Conservatives

in 1986-87 by 235 companies. It

fliBn tapped the previous record

of £2.7m given in 1963, which
like 1987 was an election year.

By contrast, the constituents

of the former SDP/Liberal Alli-

ance received £114248 in total

from 23 companies. For the
first time since the eariy 1900s,

a corporate donation was
repented to the Labour Party:

£1,000 from bingo ball operator
Stnglpfam Holdings.
The six largest doners to the

Conservatives were George
Weston Foldings - controlling

shareholder of Associated Brit-

ish Foods - (£150,000), British

& Commonweath Holdings
(£137,000), Hanson (£102,000),

PftO and United Biscuits

(£100,000 each) and
Allied-Lyons (£97,200).

More than elm of the Con-
servatives’ total came from 115

companies either making their

first donation or resuming the

practice after a gap of at least

two years.
, . _ , _

Those contributors included

Whitbread (£76£00) and Con-
solidated Gold Fields (£75,000).

Giving £50400 each were the

privatised Rolls-Royce and
British Aerospace groups. Gen-

eral Electric Company Ots first

donation since 1980), Unigate
anil Williams Holdings.
Labour Research, December

1988. 78 Blackfriars Road. Lon-

don SE1 SHF. £L4Ql

Postage stamps

to go on sale

in 35,000 shops
By Hugo Dixon

PEOPLE will be able to boy
stamps in 35,000 shops around

the country from next summer
as part of a package of
improvements in the service

announced by the Post Office

at the weekend.
The scheme wffl. more than

double the number of outlets

where stamps can be bought.

Likely outlets are branches erf

W. H. Smith, Woolworth and
John Menzies as well as small

newsagents and stationery
shops.
At present, stamps are sold

only in the nation’s 21*000 post

offices.

The plan to make stamp buy-

ing easier follows pressure

from consumer groups.

The Post Office will also be
installing fast sorting
mar-hinaa in 15 of its centres,

capable of handling 32,000

letters an hour.

BAe and Thomson-CSF
may talk on collaboration
By John Griffiths

BRITISH Aerospace and
Thomson-CSF erf France may
next year resume talks on pos-

sible collaboration in the
defence and aerospace sectors

which aided inconclusively in

March.
However BAe said yesterday

that the taiku, if they were to

be reopened, would form only

part of a developing matrix of

contacts between Europe’s
aerospace and defence groups
aimed at finding ways to

create a more competitive
European industry by the eariy

1990s.

BAe likened the tentative

nature of BAe-Thomson con-

tacts so far to that of the talks

to be held shortly between Sir
Wnlanri Smith, BAe’s chairman,

and Mr Edzard Reuter, chair-

man of Daimler-Benz of West
Germany.
These are being held at the

fymtigatinn of Mr Renter, who

has suggested that collabora-

tion between European compa-

nies in the sectors could be
strengthened by a network of

cross-shareholdings.
BAe is sceptical about the

concept, but at least wants to

dismiss the ideas of Mr Renter,

who has also been in contact

with other companies in the

UK such as Plessey, Marconi
and General Electric Company,
as well as Aerospatiale, Das-

sault and Snecma in France

and Fiat in Italy.

A firm date has yet to be

fixed for the Smith-Reuter
meeting.
BAe denied reports that the

initial talks with Thomson had
resulted in an agreement to set

up a joint marketing company
in the defence sector but that a
formal announcement of the
venture had not been made
then because of BAe’s takeover

of the Rover cars group.
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The three-engine Falcon 50 and 900. Executive jets as safe as airliners.

a^antageswhfcf> are the strength-and.reputanon

of the Falcon the world twer.
.

for one very

tjt££WSSSSZSiZ&

bn airliners makingoverwater flights viatheshortest

routes. This provides the aircraft with additional

povyer always at the ready for the systems which

ensureyour comfort and safely.

To understand the essential role, vital in the

power factor, especially when flying over

inhospitable

zones,just

keep in mind the importance ofthe on-board elec-

tronics of a long-range aircraft

Objectivelyspeaking, the securityofferedbythe

three-engine Falcon is comparable to that of com-

mercial airliners, not of other corporatejets in their

class. This is of course why executives prefer

the Falcon 50
and 900.

Dassault International

Hleasesendme a colour brodure FALCON 50

1 IvvocWliteasalespreseritadon.

I Name/Tifle

|
Company- ——

j
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I
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FALCON 900 llP
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I Rease return this coupon to Mr. Paul Detarme.
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raises

the ex

fears for

By Richard Evm i?
;

-

SUBSTANTIAL worries about
the environmental effects of
the Government's water priva-
tisation^jroposals are disrfrayd
in a re^rt published today,

. two days, before the Water ESI
starts its passage through par-

. HainenL
The anriptfrm are Hkdy to

form the basis df a wide-rang-
ing attack on the hm, which
seeks to privatise the 10
regional water authorities in
England and Wales in Novem-
ber of next year.

Research conducted by
Leeds University for the Coun-
cil for tire Protection of Rural

.

England
, and die Royal Society

for the Protection, of Birds
highlights seven areas of
potential environmental con-
cern, supported by examples
from amrmii . renintry . .

They inclnde possible
change of use of undeveloped
land, backdoor development by
misuse nf thp prOffPSS,
under-investment in pollution
measures, lack of cammitxneut
to the control of agricultural
pollution and the effects of
extracting too much water
from a given source. -

“The Important findings
demonstrate-that amendments
to tire WaiberrBfltare essential

if serious euviroumental dam-
age is to b^preyented,”-the
CPBE and RSPB said in a joint

:

statement.' v- ;
,-- v

The research-^vin be wel-
comed by .the Opposition,
which is seekfhg fo fight the
bill on a brood-front One of
the best changes of attracting

support in _ tiie' Lords and
among Conservative back-
benchers is by emphasising
any enviramnental drawbacks
to the flotation, . ....

Dr Art Lance, RSPB conser-
vation director, and Mr
Andrew Parkis, GERE director,
grid the Gavemment’s propos-

als were without precedent, so
there was no-International
yardstick against which' .to

hides their effect.

It was also not ctoar that
ministers had -examined the
full environmental impHcar
tions of water privatisation.

they said. -

. "Our scrutiny— does not
yet permtt ns to reassure par-
liament or the public at Inge
that the safeguards written
into the bill are adequate to
counter-toe potential threat to
toe environment"
...Hm Leeds researchers, in a
paper called Liquid Assets,

point out that the Govern-
ment’s arguments rest on gen-
eral support for privatisation
as a means of improving cost
efficiency, and a belief in mar-
ket competition as the best reg-

ulator of service and capital

. However, they argue, water
raises specific difficulties. As it

is a natural monopoly, its ser-

vices involve an effect on the
environment, and strict control
is needed to prevent over-ex-

ploitation.

Those general points were
exacerbated by the form priva-

tisatkm will take, turning the
regional water authorities into
public limited companies (pics)

driven by the maximisation of

profit and reorganised into vup-
ious subsidiaries.

“In combination, these spe-

cific features of water and pics

mean tbkt where operating
surpluses are currently
invested entirely in capital

renewal or upgrading, the
dwrmmflB an tins surplus -win
increase to include dividend
and' tax payments against a
background of relatively static

demand for water services;

overcapacity on the supply
side; ana a regulated consumer
price system.

:

"Thus pks wffibe forced to
increase revenue or reduce
costs if they are to survive oh
the capital market,* toe report

The most realistic options
for the privatised water compa-
nies under these circumstances
would be. to cut the cost of
capital investment in absolute

tona, to increase borrowing,

to increase consumer prices

within tiie regulatory frame-
work^ or to .diversify profit-

generating activities- into non-
core activities. .. ..

Telepoint study suggests

reduced market potential
By Hugo Dixon'

A PESSnnSTIC assessment of'

tiie potential for the new tele-

paint market is given in a
report on the UK telephone
market to be pnMahed this

The report; produced by
MZA, a specialist market
research company, predicts

that- tome will be only 2£m
teteposnt phone asms by l99jv
compared with forecasts of
over 3m users by 1992.

Telepotat is a mobfle phone
service due to start next year.

K win allow people to make
phone raTfa within a few hun-.

dred metres of thousands off

base stations scattered around
the country at strategic points,

such as petrol stations, hotels

and shopping centres.

There has been speculation

Suttdqxdnt could be a new
money-spfrmer for the tetecom-
w»pniw»ilons industry ina sfani-

lar way to cellular, or car,

phones. .

The Office of TUflcanmnmi-
cations is trying to decide

which applicants should be
awarded ncences for a service.

Tetepoint wffl be a business

rather than a consumer mar-
ket, MZA argues. The market
for tiie service would be worth
£35Gm in 1995, with a Anther
£60m spent on the phones.
The OK telephone attachment

market to 1990, MZA, 3 Crick-

dale Court, Crickdale Street,

Swindon SN1 3EY. £4,000

THEBURBERKYS
WATCH COLLECTION
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OynOMi

Aii Airbus A320 (front) and a Donbas DC-10, originally with British Caledonian, appearing

lor tiie first time in British Airways livery. BA inherited the types when the two airlines merged

Students will step up opposition to loans proposal

ByOw Education Coowpondmt
THE NATIONAL Union of
Students agreed at the week-
end to intensify its opposition
to the Government’s proposal
for student loans, with a
national demonstration
planned for early next year.
However, .it aims not to anta-

gonise ftwamwrial institutions
hat banre been asked to take

part in the scheme.

Hawkg and building societies

would be expected to adminis-

ter the Government’s proposal

for top-up student loans from
I960, but they have made plain

their unhappiness with key
aspects of the white paper pub-

lished last month.
There have been suggestions

that the NUS would organise
boycott or other protest action

ahwH at Uwmriial institutions

likely to take part, but the
NUS's winter conference in
Blackpool at the weekend
failed to discuss such propos-
als.

The NUS is keen not to alien-

ate the banka while they, too,

voice disagreement with the
Government's plans.
Instead the conference

agreed an intensified lobbying
campaign against the loan pro-

posal Students might be asked
to trv to persuade their parentsto try to persuade their parents

to write, opposing the scheme,
to their local MP.
The conference also agreed

to organise a national petition

and demonstration against the

scheme, to be held early in

1989, probably in February.

Report recommends
less science teaching

for some pupils
By David Thomas, Education Correspondent

A ROW has broken out ovar an
pfflgMl report which has bowed
to government pressure to
limit tbe time some secondary

school pupils spend on science

in the new national curricu-

lum.
The National Curriculum

Council, the body tasked with

overseeing the national curric-

ulum, is due to publish its final

reports on science and maths
today.

The reports were prepared

after widespread consultation

on interim studies of the sci-

ence and maths curricula
which were published in

August together with com-
ments by Mr Kenneth Baker,
Education Secretary.
Mr Raker disagreed with the

interim committee's proposal
that all 14 to 15-year-olds

should spend 20 per cent of
their time on science, arguing
instead that 12.5 per cent
would be adequate for some
pupils. The curriculum council

appears to have accepted the
Government’s views on the
matter.
The Education Secretary

also wanted to reduce the
interim reports' emphasis on
testing pupils' communications
skills and their knowledge of
science's practical applications.

emphasising instead their
knowledge and understanding
of scientific and martMnwtiHH

principles.

However, Mr Jack Straw,
Labour’s education spokesman,

yesterday released copies of a
provisional summary by the

National Curriculum Council
of the responses to its consulta-

tion exercise, which showed
widespread opposition to Mr
Baker’s views.

For example, 37 per cent of

organisations that responded
strongly disagreed with the
proposal that some 14 to 15*

year-olds should devote only

12J) per cent of their time to

science.
More than half the respon-

dents strongly opposed the
downgrading of communica-
tions skills and knowledge of

science’s practical applications.

Business opinion is understood
to be particularly concerned
about the point, anti the Con-
federation of British Industry

has written a strong submis-
sion to the curriculum council.

In a letter to Mr Baker, Mr
Straw accused the Government
of championing these changes
“as an easy, cheap, bnt
short-term way out of the
mounting and serious science

and maths teariwr shortages."

"
«• .-r, i , r - BurberryaWatches

BuibertysWat^es CascFo$tale99
115-25 OrtosWe *gjp cH-2006Neuch&d.
RetfitiU, Surrey RH1 2QA Switzerland
England . Tet 038 24 02 55
TeL-0737 768566

V

1

<SM2&

wSmi
'aa&s!x7f&seimss:



10 FINANCIAL TIMES MONDAY DECEMBER 5 1988

il

ACityanalyst

wassostuck

on our new process,

shevoted

itthebest.
“Metpolam is the best development of

the year in the paper and packing sector:

A unique method of bonding plastic on
to metal without the use of separate

adhesives.”So said Sonia Falashi ofPhillips

&Drewwhen she voted Metpolam the Best
New British Product of 1988 (packaging
sector) in the elite list compiled by
Management Today, the leading monthly
business magazine.
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STS o:

new bank connection, to

STS Is one of Bolands largest banks

with more than 117 branches all over the

country. Together with the expanding

foreign trade between Finland and other

countries the STS-bank can solve problems

for companies concerning stiff competition,

volatile currencies, credit risks etc.

We are ready to provide You with

innovative financial instruments. The latest

technology and the resources of a leading

Finnish bank give us the opportunity to

bring solutions to your companies

financing, currency exposure and payment
transfer problems.

Please contact us and we will be happy
to provide you with further details.

STS-BANK
The Dynamic Finnish Bank

Address P.O. Box 53, SMJ0531 Helsinki. Finland

TeLinc. + 3580 731 8l_ Telex International

Banking 126196. Ex 126197 stsp sf

Telefax + 35807318540

UK NEWS

Hammond offers to quit

in talks on AEU merger
By Charles Leadbeotsr, Labour Editor

MR Eric Hammond, general
secretary of the EETPU electri-

cians union, has offered to
stand down and call a leader-

ship election after a proposed
merger with the AEU
engineering union. His aim is

to »»»* way for an amal-
gamation, of the two onions.
The unions’ leaders win

meet within the next two
weeks for talks which could
maim qj break rTwdr to
create a merged union with
i.gsm members.
Senior EETPU officials

believe the meeting, convened
after much delay, will deter-

mine whether the long-running
talks should continue or be
called off. They believe the
taTVc bang in tbo balance.
Mr Hammond made bis offer

bn an effort to resolve continu-
ing disagreements about organ-
ising the leadership of pro-
posed merged union. It was
first proposed that Mr Bill

Jordan, AEU president, should

become president of the
merged union, with Mr
Hammond as general
secretary.

Mr Gavin Laird, AEU gen-
eral secretary, insisted,
however, that the merged
union should operate with a
president and two general sec-

retaries, to provide him with a
leadership position and ensure
the EETPU did not have an
automatic right to the post of
general secretary.
That position was recently

endorsed formally by the
AEU*s executive council. It

was widely thought to be unac-
ceptable to the EETPU.
The EETPU is concerned

that as Mr Hammond would
retire before Mr Laird, and that

die plan for joint general secre-
taries would allow the AEU
eventually to take control of
toe two top jobs in the merged
iminn.

Mr Hammond, in a move

to call Mr Laird’s bluff, has
told toe AEU leadership that
he is prepared to call a leader-

ship ballot after the merger
which would pave toe way for

the election of a younger
EETPU general secretary. The
new general secretary would
then take his place alongside
Mr Laird, and would become
sole genual secretary after Mr
Laird’s retirement
The EETPU will suggest that

toe question of the merged
union's leadership should be
discussed only once the other
aspects of the amalgamation
hart ha»n agreed.
The two unions are divided

over the appointment of
fttfi-tone officials. TheAEU has
proposed that an new officials

should be elected. The EETPU
wants new officials appointed
for two years before facing
election.

Employers ignore women’s aims’
By Jimmy Bums, Labour Staff

MANY companies and union
negotiators are still to
take women workers seriously

despite equal pay legislation

and labour market pressures.

That emerges from two sur-

veys of toe implementation of
equal opportunities policies.

They were conducted by the
trade *minn Labour
Department (LED) and the
GMB general union.
The LED survey of 21 large

UK private companies pub-
lished today found that all hut
one company had an equal
opportunities policy, and that
most rfflimart to monitor it reg-
ularly.

With the exception of career
breaks, however, only a minor-
ity was found to be implement-
ing measures to attract and
retain women, particularly
working mothers.
None ofthe companies in the

survey had organised special
nursery provision, and only 7
per cent made specific pay-
ments towards childcare. Only
27 per cent had job-share

yfrgmen,
National Westminster Bank

was the only employer to state

that it had considered the pos-

sibility of a nursery. It had
decided against because of "dif-

ficulty with a national work-
place in siting a erfeche* and

a faculty should
be available to all staff.

LED comments: "Jobsharing
emerges as the main area
where private employers offer

significantly worse provision
than local authorities." A simi-

lar LED survey of 93 local
authority employers last Feb-
ruary found that nearly 3,000

workers were jobsharing.
The GMB survey found‘that

40 per cent of collectively nego?
tiated agreements last year
included no provision for leave
to look after dependents. It

covered 506 workplaces
employing more than 9LOOO of
the union’s members, 32 per
emit of whom are women. Only
one in five agreements
included paternity leave of up
to five days.

APPOINTMENTS

Change at Coats Viyella
Mr Nicholas Kuenssberg

has been appointed chairman
ofCOATS VIYELLA menswear
division, in addition to his
current post as a director of
Coats Viyella, and chairman
ofthe predstan engineering
division. Mr John Manley
becomes chief executive,
branded shirts. MrJames
Burnside is made chief
executive, unbranded shirts.

He was managing director erf

Welch Margetsan. Mr Dexter
Kirk has been appointed
managing director ofPeter
England.

DrRodney Leach, chief
executive ofVSEL
CONSORTIUM, has stepped
down fallowing a recent heart
attack and subsequent by-pass
surgery. Pending toe
appointment ofa successor.
Lord re»«Kont| chairman,
assumes a wider executive
role. MrTony Peak becomes
chairman, as well as managing
director, ofthe principal
subsidiary Vickers
SMjtuflfflUg arirt Rnghwwhig.

SECURITY PACIFIC BANK,
London, has appointed Mr
Robin McBvenny as head of
the acquisition finance unit
He was with Creditanstalt
where he ran the US merchant
banking group in New York,
and then was head of
specialised finance in the
London branch. Mr Colin
Ansell, vice president, has also
joined the unit. He was a
director ofHffl Samuel
Specialist Finance.

MrPanda J. Foard has been
appointed general manager
ofTHE*"'

Mr Eddie Robinson has been
appointed chief executive of
BACS following the retirement
ofMr Bay Simpson. Mr
Robinsonwas administration

,

director. UK banking, Midland
Bank. MrLeonard Parker,
finance director and secretary,

and Mr John Pfttmester,

assistant general manager -

tpimeh information
technology. Lloyds Bank, have
been appointed deputy chief
executives.

m HrJohnHuzuo has been
I a non-executive

ofLAMBERT
HOWABTH GROUP. He

j

acquired Buck&Ryan in 1987,
and k principal stiarphnhfer

in Easteross.

GLOBE INVESTMENT
TRUST has acquired Geoffrey
Moriey and Co., which will

be renamed Globe Moriey. Hr
OJ, Duncan, ftmd
director of Globe Management,
has been appointed chairman
of the acquired company. Its

former chairman, Mr N.
Pffirtngton, becomes managing
director. Mr J.G. West, Mr J.P.

and Mr T,M Giningbam,
aE of toe Globe Group, have
been appointed directors.

THE NATIONAL
COMMERCIAL BANK OF
SAUDI ARABIA’S London
branch. He was

:

treasurer ini

in Jeddah.

On January l DrEd Hough
Joins JOHNSON MATTHEY ;

as managing director,
materials technology Europe.
He joins from HoecfastUK
industrial coatings, where be
was managing director.

Mr John ELA. Quitter has been
appointed a group director of
SCANDINAVIAN BANK
GROUP. Formerly head of all

Nordic business for Citicorp
*tnA Citibank, be assumes
responsibility for banking in

the Scandinavian area and
worldwide responsibility for

banking to the forestry and
shipping industries.

GET READY FOR
1992

STARTYOUR
GERMAN

SALES OFFICE
NOW

We care for your
business development

and sales
cost-effectively

AFF1LIA
P.O. Box 101367

D-5000 Cologne 1 W.-Germany
Tel. (221) 233596 - Tbc 8881479

Fax (221) 235907

The LRD survey found tint
more than S3 per emit of com-
panies made provision for
employees to take leave for

family reasons, although that
was sometimes at the discre-

tion of local management.
RMB ofTtrlalg said the SUP:

vey confirmed that many com-
panies had yet to implement a
more flexible system of work-
ing which might help retain
female employees as the num-
ber of school leavers declined.

But LRD concluded: “Our
survey is more hkdy to reflect

the better practice of the major
employers since those with
worse practice are more likely

sot to have participated. The
survey therefore does not offer

much hope for women work-
ers."

• Labour Research Decem-
ber 1988. Labour Research
Department, 78 Blackfriars
Road, London SE1 SHF. (£1.40

plus postage); Wages and Con-
ditions Survey, GMB, Thome
House, Rudey Ridge, Ctaggate,

Esher, Surrey KT10 0TL (£10).

‘KGB’ and

‘flat earth’

jibes emerge

in election
By Our Labour Editor

THE leadership of MSF is

sharply divided according to
campaign literature distributed

for a forthcoming election.

MSF is the 600,000-atrottg gen-

eral *»*"fe*i union formed by
the merger between ASTMS.
the white-collar union, and
Tass, the left-led manufactur-

ing union.
The candidates’ electoral

addresses for the ballot reveal

string disenchantment among
same former ASTMS members
with what they see as the cen-

tralisation of power in the
hands of left-wing, full-time

officials.

Lay officials and local
branches traditionally played a
strong role in decision-making
in ASTMS.
MSF was formed with two

joint general secretaries, Mr
Clive Jenkins, general secre-

tary of ASTMS, and Mr Ken
Gill, general secretary of Teas.

Mr Jenkins has since retired

and Mr Gill has become the
union’s leader.

Right-wing union leaders
argue that tms will allow TSss
officials to dominate the
merged
The tensions have emerged

in a by-election for a seat on
toe national executive commit-
tee for MSF-DMakm One, the
division comprising former
ASTMS members.
Mr H. Booth, a candidate

from the ndrth-west, says in
his election address that the
organisation .of the executive
committee is “KGB staff” with
very little information on deci-

sions provided to members.
He says: “Members do want

to be involved in decision-
making with national officials

and district officials as in pre-

merger times, not told to
accept the fiat earth policies of
our new union colleagues."
Mr M.T. Walker from Derby

says: “I am totally opposed to
the current drift towards a
more centralist control of the
union by full-time officials."

He says the union must
resist attempts by the
“so-called Broad Left to dond-
mtte rtK-fadnrwmairing".

AmericanExpress
BankGoldCard

OverdraftAccount

With effectfrom5 December 1988

the rate ofinterestapplicable to

American Express BankGold Card

Overdraft accounts hasbeen

increased to 1.36percent per month,

and theAgreementswith all holders

ofsuch accounts will be sovaried.

EffectiveAnnualised
Interest Rate 17.5 per cent
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On thesurface, the last few years in the North Sea have looked

Vie did it by intellii

It was so successful in finding oil that we were faced with a

diifinmift- either to realise a substantial profit, or to invest heavily in a

business where we had no lasting competitive advantage, and where

the returns would not come until well into the next decade.

We sold tiie business for £94 million.

After 160 million years it was precisely the right time to selL
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Symphony 2 is

even faster, even
more versatile,

even easier to use,

and costs around
£550. It’s vours

for £85.
Of course, you need to be a Symphony LI or L2 user

already to qualify. And at only £85, upgrading to Symphony 2
is going to be well worth your while. (£125 if you’re

upgrading from Symphony L0 or LOL)
New Symphony 2 now gives you a spreadsheet with

recalculation up to 4 times faster, an 80,000 word British

spelling checker and text outimer (worth £190) as standard.

The database is more user-friendly with more fields and
easier editing. We’ve added full VT 100 emulation — and
they're just a few of the many new features. There’s a
completely new set of manuals too, ringbound to make them
easier to use. And you can bawe your upgrade in a 514* or 3/V
format.

Fill in the coupon and send it off right away — and new,

improved Symphony 2 will be with you in 10 days or less. (If

someone even quicker than you has already cut out the
coupon ring (049481) 4163 and well send you a new order
form by return.)

Please send me my Symphony 2 upgrade.

I require 5'/.'l | I iBtUorU

1 eDckae my Sjnnptooty install <£sk/i and • cheque lor SS5 f I

rtr~

LOorLOl
I I

ndt jppBcaMa bon.

Company.

Please debit my credft card for

.

| |
Visa

| | Access [ |
Diner* dub 1 1 American Express

J*- - /•_ I p J
Credt Card Card Expiry i

Enclose proof of purchase (Install c&sk/s) and send to

SYMPHONY 2, FREEPOST, Lotus Development (UK) Ltd,

Consort House, Victoria Street, Windsor. Berks 5L4 1EX.

Lotus Symphcar^

n^sT?

,

Britain to collaborate in Twn WeLsh
_ _ investments

European N-power system wiu create
By David FUhtack, Science Editor

BRITAIN will pledge Its

continuing support for develop-

ing the fast reactor, an
advanced nuclear system, by
signing three inter-governmen-
tal agreements to collaborate

with France and West Ger-
many at Agr-hqn In Germany
next
The agreements will cover

research and development,
design and construction, and.

intellectual property rights.

The three nations first

agreed to pool their fast reac-

tor research and design efforts

in 1983 in a common pro-

gramme to which each was
contributing about £100m a
year. But they have found vari-

ous political reasons to avoid.
making a formal undertaking. CecL
Nevertheless the three part* of a

ners have mobilised the efforts

of about 250 engineers in a eacpec

design study for the first Euro- 2,000

pean fast reactor (EFR). the n

The five-year design study. An
costing abmxt £25jn a year, is Cecil

funded by a consortium of meat
West European electricity com- wool
panics rallied file European pean
Fast Reactor Utilities Group, since

which includes the Centred the
Electricity Generating Board. assm
The latest hitch to the prqj- Brita

ect was Britain’s decision last tion.

summer to cut its state-funded Th
research and development on Brita
fast reactors. ofthi

Its Dounreay unclear estab- fast t

Ushment in Scotland, focus of opme
fast reactor development, is Ne

%
Cecil Parkinson: in favour
of a Cost reactor agreement

expected to shrink from over
2,000 staff to only 400 during
the next decade.
Announcing the cuts, Mr

Cecil Parkinson told parlia-

ment that he hoped Britain
would continue in the Euro-
pean collaboration. He has
wince restated that message to

the partners and received
assurances that they want
Britain’s continuing participa-

tion.

This year it is estimated that

Britain will spend about a fifth

of the total European outlay on
fast reactor research and devel-
opment.
Next week the Energy

Departments advisory council

for research and development,
headed by Sir Richard Nor-
man, the department’s chief
scientific adviser, will review
the revised programme of the
UR Atomic Energy Authority
and its efforts to underpin the
EFR design.
The EFR is an attempt to

pool the best ideas from all

three nations in a 1.420 MW
nuclear station sufficiently

competitive in cost to persuade
the utfltries to fund it.

It surmounted its first hur-
dle tt»is autumn when the part-

ners accepted a two-inch-thick

report setting out what they
are calling the “first consistent
design” of EFR.
The intention is to optimise

EFR into a “conceptual design”
for a costed reactor by early

1990, which implies that a spe-

cific site will have to be agreed
by the electricity companies
backing it. The host nation
would then undertake design
leadership.

If that happens, the remain-
ing three years of the study
could be spent on detailed
design for the ate, with a tar-

get date of 1995-96 for a start to
construction.

Britain is not considered a
likely location because of the
reorganisation entailed by pri-

vatisation and because of the
lengthy public inquiry such a
project would have to negoti-

ate.

Inland PWR ‘would cost more9

By David Green

BUILDING an inland
pressurised water reactor
nuclear power station at Win-
frith, Dorset, might cost nearly
£600m more than at the coastal
sites of Sizewell B or the pro-
posed Hinkley Point C, accord-
ing to figures released by the
Central Electricity Generating
Board.
The extra money would be

needed to pump cooling water
from the coast, five miles
away, through an nwfeigminiil
tunnel.
However, the higher costs

could be shared by building
two reactors and that is envis-

aged in outline schemes that
have so far been drawn up.

Stoewen B. the UK prototype

of fixe US-designed pressurised
water reactor (PWB) now being
built In Suffolk, will cost
£L6bn, while the forecast price

of Hinkley Point C in Somerset
is £L5bn.
Mr Sam Goddard, corporate

director of the CEGB’s system
pfenning department, says in a
document that has just been
submitted to the Hinkley Point
G public inquiry that the capi-

tal cost of a direct cooling sys-
tem for the Winfrith rite would
be between £470m and £595m.
The figures have been

released in an attempt to show
the inquiry that Hinkley Point
is the best site for Britain’s sec-

ond PWR power station.

-Winfrith is (me of six other

potential PWR rites that have
been identified, but the only
other one in south-west
England, where the board
believes the grid system needs
additional generating capacity.

Mr Goddard says all the
direct cooling schemes consid-

ered for Winfrith would
involve a pumping station on
or near the coast, an intake
tunnel 20 ft in diameter and a
15-ft-diameter outfall frmnpT

Some schemes involved an
underground pumping station,

excavated from caverns below
ground via an access tunneL
The proposed Winfrith PWSs

would be built next to an exist-

ing UK Atomic Energy Author-
ity research establishment

investments

will create

600 jobs
By Anthony Moreton,
Welsh Correspondent

TWO investments in Wales to
be announced tMi morning
wifi create 600 jobs.
Kawneer UK, the British

ares of a 175 producer of alu-
minium architectural systems,
is to spend EUm ou a plant at
UanmnnL near farmff. that
will employ 300 people.
In North Wales, Remsdaq, a

De La Roe subsidiary, which
already employs ISO people at
its DeesSde plant, will also add
300 staff to its payroll through
a £9m expansion.
Hr Chris Lord, managing

director of Kawneer, said yes-
terday that the company was
hemmed in on Its present site

in Rnncom, which employs
340 people xnalHng ahnniwlmw
windows, doors and curtain
walls for the bulUUng trade.
Kawneer’s expansion 2ms

been helped by a government
grant of about £2.75m and
Remsdaq has received about
£L5Ul The companies' deci-
sions will strengthen the hand
of Hr Peter Walker, Welsh
Secretary, who has beat argu-
ing for a more liberal eco-
nomic policy than that being
pursued by Hr Nigel Lawson,
Chancellor of the Exchequer.
Hr Walker can point to the

irtfiirr of many companies into
Wales fills year as a result of
government assistance. The
hinnr, he believes, has materi-
ally assisted tire improvement
in the Welsh economy.
Remsdaq provides security

services for airports, foctories

and other premises. It also ;

provides systems for the gas,

electricity, water and oil i

industries to monitor plant
performance.
Both companies are moving

.

to greenfield sites.

Broking group

names chairman
HR Christopher Castleman,
former chief executive of Bill

Samuel and Blue Arrow, is to
become rfiahman of National
Investment Holdings, the
grouping of regional stockbro-
kers.

Hr Castleman, 47, will be
taking a non-executive posi-
tion to advise on strategy.

Ford selects private

motorists to test

Fiesta before launch
By John Griffiths

FORD is delivering nearly 250
examples of an all-new Fiesta
car model to selected high-
mileage private and business
motorists across Europe,
although the car will not go on
sale until well into next spring.

The car is of vital Impor-
tance to Ford, which is expec-
ted to produce it in a volume of
at least 400,000 units a year In
the UK, Spain and West Ger-
many.
So in a highly unusual move

for a volume car maker
attempting to maximise the
quality of its output. Ford is

abandoning much of the
secrecy that traditionally sur-
rounds new models. Instead, it

is providing a million-mile test

programme on public roads,
being conducted mainly by
non-company drivers, includ-
ing police forces.

The intention, Ford said at

the weekend, is to complement
the feedback it normally
obtains — Ufa* most qar mak-
ers - by using it£ own test

drivers to clock up pre-launch
mileage on tracks far away
from the public gaze.

A farther lm miles will have
been completed by Ford's own
testers before the launch.
The cars going to private

users will be monitored weekly
for quality; durability, operat-

ing economy and reliability.

Information thus gathered will

be analysed in an attempt to
detect and correct any quality
or other shortcomings before
cats are sold to the public.

Mr Alex Trotman, Ford of
Europe’s chairman, said: "By
piaHtig cars with high-

mileage, severe-duty fleet oper-

ators at the beginning of a
European winter, we can
quickly accumulate data that

will assure the highest possible

quality levels when we begin
selling the new Fiesta next
spring.”
Fora thus hopes to avoid the

relatively common experience
among car makers of finding

unexpected post-launch flaws
that are quickly picked up by
the motoring press and buyers,

in spite of apparently intensive

“in-house” taking.
For example, the suspension

of the Ford Escort encountered
widespread criticism when the

car was first launched,
although it is now the world’s
best-selling car.

The company Is refusing to

release farther details of the

new Fiesta, its sales ambitions
or even the investment being
mad* at Dagenham in the UK,
Cologne in West Germany and
Valencia, in Spain. Like the
current model the new Fiesta

is being built at the three Ford
plants.

Total Fiesta production was
387,000 last year, of which
Spain accounted for 152,000,

West Germany 129.000 and the

UK 10(1000. While Ford has yet
to disclose its precise produc-
tion plans for the model indus-

try analysts such as DRI
Europe suggest that Ford wifi'

be seeking to move output
much closer to the current
European “supermini” market

Fiat last year produced
682400 of its Uno model fol-

lowed by Renault with 573.000

R5s and Peugeot with 515,000 of

its 205 models.

Latest fiesta: mimon-raUe test before launch

Hitachi's wide-ranging audiovisual technologies include Pk^jre-in-f^cture for

simultaneous viewing ofmore than one programme on a single TV screen, DAT,

a high-densityprojection display and frame memory used in ID1Y

AV should be more than
faithful sight and sound reproduction.

Ideally, it also creates drama
and ambience.

Digital technology (the conversion of con-
ventional signals into computerized zeros
and ones) has led to a remarkable prolifera-

tion of audiovisual uses —in TV, for example;
for more diversified and sophisticated pro-
gramming and information services acces-
sible through computer connections or
videotex terminals. And this is only the
beginning.

HitachFs scientists and engineers are
using digital applications such as frame
memory to develop Improved Definition TV.
IDTV will greatly improve picture quality with-
out changing current broadcasting stan-
dards by doubling the density of scanning
lines and increasing vertical resolution 1.5

times. This same hfflachi technology has
resulted in the Digital Audio Tape recorder,
which is capable of superior recording and
reproduction.

hfitachi’s original screen technology has
led to high-density big screen projection TV,
using screens up to 110 inches, ft is contrib-
uting to a wholly new technology, High
Definition TV. HDTV is capable of photo-
graphic quality resolution and will soon
enable satellite services to transmit wide
screen images that give the viewers the feel-

ing of actually being there.

We link technology to human needs, and
believe that our special knowledge will lead
to numerous easy-to-use systems and prod-
ucts with highly advanced functions

Our goal in audiovisual — and in meefidne,

energy and transportation as well — is to

create and put into practice products and
systems that will improve the quality of life

the wDrid around.

0HITACHI
HitachiLtd 7Wcyo,Jajxm

f
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In oil services and publishing, Pearson’s strategy is the same:

we’re building businesses that are leaders in their markets.

Offshore and onshore, all over the world.

Cameo is a company transformed under Pearson ownership:

with the recent purchase of Reda, it’s now the seventh largest oil

service company in the world, and is one of the top three in each of

its chosen markets.

Reda is the world’s foremost supplier of electric submersible

pumps for oil wells. And Hycalog, another Cameo company, has around

half of the diamond drilling business in the North Sea.

These companies share an flmphasis on quality products and

services and talented people.

Which is why in 1983 a year most oil service companies were

The purchase of Reda makes Pearson as important in oil services

as it is in publishing.

PEARSON
wm

&
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MANAGEMENT

The role of head office

How the discriminating

parent should behave
Christopher Lorenz on a doctrine that may be vital to corporate survival

Most sports stars succeed
by focusing all their
energies on the skills of

one particular game,
rather than by trying to play several

others as welL Few tennis champions
also excel at baseball or even squash.

- The same is true In the business

world, according to a doctrine which
haa rapidly been gaining ground
amnng top British managers this year

under the evangelising aegis of

McKinsey & Co, the international

management consultancy, and the

Ashridge Strategic Management Cen-

In essence, the McKlnsey-Ashridge

doctrine, of “focused corporate parent-

ing," is that a company^ head office

ran only be really effective if it plays

one particular type of parenting role

towards the various businesses in its

portfolio, rather than trying to be an

all-rounder. If its most natural style

does not tit the parenting require-

ments of some of those businesses,

and it therefore foils to add value In

them, then, according to the doctrine,

it has only two choices: sell the mis-

fits or (with much more pain) change

its own style. If it funks this dilemma,

then a raider will be only too happy to

do the job for it, and dismember the

portfolio entirely.*

The doctrine has added the crucial

“new" dimension of corporate style to

an international controversy which
has raged for years about “related-

ness" - that is, whether corporate

diversification should be restricted to

related types of business, or whether

it can be extended safely to the con-

glomerate-like acquisition of unre-

lated businesses.

The two organisations have won
Influential supporters for their claim

that the doctrine is vital to corporate

survival in today’s relentless business

environment, notably from Sir John
Harvey-Jones. the former chairman of

Id, the UK chemical giant
But not every company agrees that

having a single corporate style is

either virtuous or even possible.

Three partial dissenters, who never-

theless recognise the doctrine’s value,

are Woolworth Holdings, the diversi-

fied British retailer; London Interna-

tional, makers of Durex contracep-

tives and other rubber products; and
Courtaulds, the UK textile and chemi-

cals group.
At a recent conference organised

jointly by the Ashridge centre and the
British Strategic Planning Society**,

top executives from all three compa-

nies discussed the harsh implications

of the doctrine with the principal

evangelists from both McKinsey and
Ashridge, in front of a large audience

Of managers.
The most trenchant view was that

of Woolworth, expressed by its

finance director, Archie Norman, an
ex-McKinsey man who has played a

leading part in the group’s resurgence

since 1982. Describing himself as

“counsel for the defence of hybrid cor-

porate styles,” be stressed that “not

having a single style has been critical

to our success. We specialise in apply-

ing different styles to different busi-

nesses, depending cm their stage of

development.”
. ,

Thus, at the group’s B&Q aim
Comet discount chains he arid his

head office colleagues had applied a

style which the Ashridge centre calls

“strategic control" (McKinsey dubs it

“coach").
This fans roughly midway between

the two extremes of the doctrine’s

spectrum of different roles. This

encompasses at one extreme, a purely

“financial control" style, with no
Involvement in strategy (this is most
appropriate for groups of businesses

which have little in common with
each other). At the other is a style

characterised by considerable
hands-on involvement in strategy,

which Ashridge calls “strategic plan-

ning” and McKinsey calls “orchestra-

tion". This is deemed most appropri-

ate for a portfolio of businesses which
need close integration or coordina-

tion.

At Woolworth’s “stand-alone”
Superdrug chemist chain, on the

other hand, head office had acted very

differently, said Norman - merely as a

controller. The Woolworth business

itself had been orchestrated in a

totally hands-on, semi-operational

style.

This ability to play contrasting

roles at the same time distinguishes

Woolworth from most of its competi-

tors, claimed Norman. “Corporate
centre management is the scarce

resource in retailing - parents are

typically either too "hands-on’ or too

‘hands-off,” he argued.

Despite his protestations of dissent,

Norman actually subscribes to much
of the McKjnsay-Ashrfdge doctrine.

Though he and his corporate col-

leagues have succeeded in playing
multiple roles while the various busi-

nesses in the grouphad been put back
on their feet, he admitted that the

role types might well have to be con-

centrated in future.

After the six-year reconstruction,

«Tve no doubt we have to pull back to

a more specialised style, with estab-

lished patterns of behaviour, he sard.

Lack of clarity about the centre s role

had created tension, and potential

synergies between different busi-

nesses were not being achieved. lt

was also difficult to play a multiplic-

ity of roles with more than a limited

span of businesses.
The virtue of playing different

roles, both in parallel and over time,

was also rammed home by David Sadr

tier, corporate strategy director of

London InternationaL “Different parts

of the group need different styles,” he

said. The important thing was to

select the right rale for the right busi-

Unless companies were lucky
enough to be operating in a very
T^pmandmq environment, they also
Hail to change those styles from time

to time, Sadtler pointed out. He
agreed with the McKinsey-Ashridge
doctrine that it isfar easier to change

a business portfolio than alter the cor-

porate style.

Through various disposals ana
acquisitions, London International

been doing the former with ease,

but the latter has proved for harder.
Sai»iw said it bad been “wrenchingiy

difficult” to shift everyone in the com-

pany away from controller-

ship towards mare flexible financial

controls and greater strategic involve-

ment.
At Courtaulds, too, different styles

had to be played in parallel, according

to Eryl Morris, a main board director

and tdiairman of the company’s films

and packaging interests. Changing a

business portfolio was not as easy as

the doctrine suggests, he said. Echo-

ing a frequent comment of his

well-known chairman. Sir Christopher

Hogg, Morris argued that “unfortu-

nately, one has to play the deck of

cards one baa been dealt. It would be
pink if all file businesses needed the

same style, but they don’t.”

But Morris agreed wholeheartedly

with McKinsey and the Ashridge cen-

tre that successful corporate parent-

ing requires that head office choose a

management style which is appropri-

ate to its businesses. Among British

companies which benefit from consis-

tency between their type of business

and their management style, he died
Tarmac, the construction company,
and BTR and TTansmi, two conglomer-
ates which specialise both by type of

business and by management style.

AH three companies are what Ash-

ridge and McKinsey call “controllers”.

By contrast, he claimed that Fer-

ranti and GEC, two other controllers,

showed less consistency - and also a
much lower rate of earnings growth.

GEC came in for more forthright

condemnation from the senior McKin-

sey consultant at the conference, Sig-

urd Reinton. Asked whether GEC had
the wrong corporate style for its vari-

ous types of business, he replied

“absolutely - GEC is a dinosaur.

They'll get broken tip." (McKinsey's

criticism of the structure and style of

GEC. and of many other companies in

the UK electronics industry, were
expressed more tolly in a report to the

National Economic Development
Office in July.)

Analysing why mismatches
between corporate styles and business

lywia are so common, one of the Ash-

ridge centre’s founders, Andrew
Campbell, emphasised the complexity

of the considerations involved.

The corporate centre's role must
not only be aKgnarf with the degree of

potential synergy between its various

business nutts, he said, but also with

the types of marketplace battles in

which they were engaged, as well as

with the degree and type of risk

entailed in their financial decisions

(average size of investment, length of

payback period, degree of uncertainty,

'and so forth).

Companies bad no rhoice but to

tpfcw action to rectify mismatches
between their portfolios and corporate

styles, said Campbell: “You have to do

some*bi"g about tbwm because you’re

destroying wealth in a big way."

Corporate restructuring and portfo-

lio change were the shortest-term

solutions, concluded Campbell, since

the creation of a new predominant
parenting role generally took five

years or more, as Woolworth and Lon-

don International had found. The only

alternative was to sell to a break-up

specialist.

•The McKtnsey-Ashridge doctrine

teas described at greater length on the

Management Page on June 17 (“Why
parents must be more particular’*)

** A limited supply of conference

papers is available from The Strategic

Planning Society, IS Belgrtme Square,

London SW1 XPU. Tel 01-235 0246. Fax
01-2351298.

Not simply just a

pair of hands
Michael Skapinker on individual initiative

H ave you ever won-
dered, Charles Handy
asked a conference in

London last week, why televi-

sion programmes always end

with a Long list of credits?

“You don’t want to know
who the assistant wardrobe -

manager is,” Handy said. “But
be or sbe wants to tell you.”

Television companies nnder^

stand the importance of

acknowledging each individ-

ual’s contribution to a pro-

gramme, he told the confer-

ence, which was organised by

the Association for Manage-
ment Education and Develop-

ment So do newspapers and

magazines. Articles to almost

all publications carry a jour-

ilist's byline.

Handy, the author of a

major 1987 report on the state

of British management devel-

opment, predicted that bylines

mil become a common feature

of many organisations - and

not just of news and television

companies. Already, some
manufacturers attach a note to

their products giving the name
of toe worker who made it.

Bylines are just one aspect

of what some companies have

long understood: that employ-

ees cannot be regarded simply
ac a pair of hands. Handy sold*

If organisations are to pros-

per, individuals need to use

their own initiative to ensure

that quality standards are

maintained «td customers are

properly looked after. It Is no
longer enough tax employees

simply to follow procedures
laid down in a manual.
TO encourage employees to

use their own initiative,

organisations need to measure

output rather than input,

Baimy said. Companies “used

to measure whether people fil-

led in the right forms. Now
what they say to a unit or
fa*wbfhi»i fs “this is what we
expect yon to have done by the

end of the month. How you do
it Is up to you.*”

job Arfintrtnmi should also

be less specific than they were

in the past Handy said. He
called this the “inverted
doughnut theory of manage-
ment”. The doughnut in ques-

tion is (me of those with a hole

in the middle, rather than a
dollop of jam. Except that in

this case the hole represents

the basic components of

employees’ jobs, while the cir-

cle stands for all the things

that they can do on their own
initiative. .

“It should be all right to ask

•why?
1 and to come up with

impertinent suggestions.”

Handy said. Organisations

also need to accept that

employees will make mistakes.

And as other writers have

already suggested, shifting

teams and task forces will

replace fixed management
hierarchies.
Will British companies be

able to adapt to these require-

ments? Handy argued that the

new management style could

suit the British well. Look at

the areas in which Britain
chinps, he said: financial ser-

vices, insurance advertising,

design, consultancy, journal-

ism, television, publishing,

medicine and law.

Many of these rely on high-

ly-trained professionals who
use their own initiative and

reject attempts to force them
to conform to the constraints

of a mnwaggmwit hierarchy.

Unprepared
Where Britain is unprepared

for the torture is in providing

the education that modern
organisations require, he said.

By the year 2000. 70 to 80 per

cent of workers In Europe
would require brain rather

than muscle skills. Half of

those, he said, would need
kills of university degree
leveL

In other wends, he said, if

British companies are to have

the skilled employees that

they require, 40 per cent of the

work force would have to have

gone to university. Because

some would take time off to

raise a family, the goal should

really be SO per cent
Yet the proportion of British

employees who have been to

university is so low that “not

only will we have skill short-

ages; we won’t even have cre-

ated the jobs for which there

would have been skill short-

ages.”
He said that companies

could not afford to wait for

governments to invest in edu-

cation. “If they’re not going to

invest in the future of this

country then we must,” he
said. Among the ideas he
suggested was that organisa-

tions give each employee his

or her personal development
budget.
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Geamatics.
Automation the
AEG way.

Automation is the key to higher productivity: cost-effec-

tive use of raw materials and power, high quality com-

bined with short delivery times, and "just-in-time" pro-

duction with low stock holding and capital commitment

AEG's system of automation - Geamatics - offers

solutions solidly based on user-specific technologies. It

has a clearly defined structure whose key features

include ease of access and logical configuration.

Geamatics encompasses sensors, drives, automation

equipment real-time computers and extensive software

as well as a comprehensive system approach with an

open communications structure. Additionally, it includes

over ten years application experience In Industry, power

supplyand generation, environmental protection, utilities

and transportation.

AEG (U.K.) Ltd. • 217 Bath Road - Slough - Berkshire

SL1 4AW -TeL (0753) 8721 01

Headquarters: AEG Aktiengesellschaft • Theodor-Stem-

Kail -D-6000 Frankfurt 70 West Germany
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the Channel

to create
5

• nt

alliance

Our recent share «rinmgn with the famous Dutch publisher

Elsevien is the first step to creating one of the world’s great scientific

We share complementary activities in scientific publishing.

A ranga of distinguished newspaper titles. And a common vision

and culture.

Pearson, through Longman and Addison-Wesley, has a leading

position in English
language teaching and is one ofthe major educational,

pTSessional, and reference publishers in the world, while another

T^pgrmm company, Churchill Livingstone, is the UK’s largest medical

publisher

Elsevier is the world’s largest postgraduate scientific publisher

with over 600 English language scientific journals. And their Excerpta

Medica is one of the world’s best known medical databases.

The engagement forms part of Pearson’s strategy of developing

powerful businesses, capable of competing in global terms with quality

products and services, and talented management teams.

Now all that separates Pearson and Elsevier is the sea.

PEAR SO
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The wrong public switching system
could well end up in the wrong public building

Where will future generations appreciate the system you opt

for now? In their homes and workplaces? Or somewhere more public?

Safe-guarding for the future means getting it right. Right from

the start.

Which is why you should be talking to Alcatel Because what
better start than

spectrum of public switching. From the supply of complete network
systems, induding ISDN products. Public Switching Systems Alcatel

EIO and System 12, Packet and Circuit Switching, Value-Added
products. Cellular Radio networks and Intelligent networks, to the

essential training of staff.

And come the next century, Alcatel will be right there with you.
(Our 1 billion dollars a year in R&D should help see to that.)

So no matter how fast and no matter how far technology goes,

your system will always be out there in front. Never behind glass.

network solution from the. most experienced,

most resourceful name in the field? Moreover, its reassuring to

know that you can also benefit from something only we can offer.

Public Network Systems. Our total capability over the entire

PUBLIC NETWORK SYSTEMS

Alcatel n.v..World Trade Centre,

Strawinskylaan 341, NL 1077XX Amsterdam,The Netherlands.
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architecture

Embassyfronts
classical intrigue

,
architectaralcur-

renta were blowing

.

round the corridors of
Whitehall last week. In

the spatially gaunt but decora-
trvely grand Durbar Court of
the Foreign Office (by Matthew
Digby Wyatt 1897) the' wiener
of the architectural competi-
tion for a new residence for the
British Ambassador in Moscow
was announced- The architect
was selected from a short list
of eight. His nany* is Julian

Bicknell and he has produced a
design that has left thearcM-
tectural world distressed and
bemused and the Government
and the Foreign Office
delighted. r

The exciting thing about any
major architectural event
today in Britain is that it is
bound to be politically highly
charged. This competition had
all the ingredients to be aimngfr

as intriguing as the original
battle c£ the styles that raged
over the design of the classical

Foreign Office itself. The Prime
Minister slipped in privately to
view the results and, by all

accounts, had some pretty
harsh things to say about some
Of the entries.

The judges for the competi-
tion worked under the chair-
manship of a member of - the
royal family HRH The Duke of
Gloucester, who was trained
and briefly practised as an
architect. His co-assessors were
the architects John Partridge

and Andrew Sebire; the Deputy
Under Secretary of State at the
Foreign and Commonwealth
Office, Sir Mark Russell; and a
former Ambassador to Moscow
Sir Bryan Cartledge, These
gentlemen say in their report
that the Wn»l selection was
very close. The -winning
scheme is in the .neo-classical

style and at first sight'appears
to be not a new residence but

one of those early 19th-century

villas which abound in the

Moscow suburbs. Or are we in
Potsdam just after the retreat

from Moscow ?
It is the fact that Mr BlckneU

(who recently completed a fine

country house in Cheshire
which is almost a replica of

Palladio’s Villa Rotonda) has
designed a classical house that

bas so upset the wilting archi-

tectural establishment. I must
confess that I was initially puz-

zled but what certainly has to
be seen as a conservative
choice must also be seen, if

possible, beyond the superfici-

alities of style. There is a grave

danger at the moment of the

polarisation of architectural

opinion to such an extent that

reasoned criticism becomes
impossible.
Meeting the brief is as

important as any stylistic con-

sideration: it would be natural

too for any diplomat looking at

any future setting for his life

and work to try and sense the

kind of -atmosphere that he
considers appropriate. It is

easy to imagine the British

Ambassador receiving guests

in Mr Bicknell’s domed hall

and showing them into the
Soanian conceit room. They
are plain but elegant spaces
that will be filled with pictures
and furniture by young British

' craftsmen and designers. What
was disturbing was the fact

that in his drawings Mr Bick-
n««n shows all the visitors to

the Residence in early 19th-

century pre-RevoLutionary
dress. Perhaps British Ambas-
sadors have a penchant for cos-

tume parties?

In any competition the win-

ner has to be judged alongside

the other entries. They were

indeed in this case a mixed
'• bag. 1 enjoyed the entry by
Edward Cullinan Architects

The of the new “villa” for the British Ambassador to Moscow - a competition winning design by

Julian TWrtmell that has upset the architectural world.
has been awarded to the archi-

tects Ahrends Burton and Kor-which was vigorous, witty,

completely Informal and proba-

bly much too democratic for

both Moscow and the Foreign

Office. He has a great timber

baronial hall at the heart of a
very loose plan and his usual

eclectic mixture of landscape
gfnfk»ning and well integrated

and crafted architecture. He
was placed thud in the compe-

tition.

A younger firm. Allies and
Morrison, came second with a

good plan but an unrelieved
piainww in their elevations. An
insight into the mind oT the

jury can be gained from their

view that this “was the best of

the contemporary schemes."

Nicholas Hare from Cam-
bridge has produced in my
view a very workable and intel-

ligent plan - the exterior has

a somewhat hermetic appear-

ance. David Chipperfield,

another of the young hopefuls

produced a design that is in its

way just as historicist as that

of the winner, his source mate-

rial is the early days of the

modern movement. But his

plan had some serious infelici-

ties with a circulation that

often seemed to leave the

guests about to go Into the

servery.
Maguire and Murray have

consistently produced careful

and beautifully made buikhngs

that continue, as far as is pos-

sible today, the spirit of the

Arts and Crafts movement.
Their entry for the Moscow
house was a great English Voy-

seyesque house - again depen-

dent on tradition. The two

other entries Barry Gasson (of

Burrell Collection fame) and
Cambridge Design lacked any

particular distinction.

The designs for Moscow will

be on view at the Royal Insti-

tute of British Architects until

December 14. It was dearly a

well run competition for an

official building and the result

is controversial and signifi-

cant There is also to be a new
Embassy office building in

Moscow, but there has been no
competition for it Instead it

SPONSORSHIP

A pat on the back

for award winners
«/ Arte

An air of complacent

achievement was almost visi-

ble, and rightly so, at the

annual award ceremony for

successful arts sponsorships,

orchestrated by the Associa-

tion for Business Sponsorship

of the Arts and paid for by the

Daily Telegraph, at the

National Theatre last Tuesday.

Rarely have so many famous
fame from the disparate worlds

of business and the arts min-

gled together in such self righ-

teousness. Youth and beauty

was well represented by the

Duchess of York; age and
achievement by Lord Goodman
who handed over the chair-

manship of ABSA to Sir Simon

alek who produced the now
infamous “carbuncle” design

Gallery infor the National
London.
The Architects’ Journal

describes their appointment as

a Trojan Horse in Moscow.
YShat can they mean? I suspect

that we shall see another his-

toricist design inspired by the

early modem and constructiv-

ist work of Revolutionary
Moscow. Thus the Foreign

Office has achieved a typical

diplomatic and architectural

coup. Their British representa-

tives wn be utterly 20th-cen-

tury at work and return to dig-

nified classicism for rest and

recreation. Which is, after all,

how most modem architects

chose to live in their Georgian

houses . .

.

It is worth considering the
results of another official com-
petition that can be seen at the

9H Gallery, Cramer Street,

London, Wl. In a comprehen-

sive display of the work of the
firm Evans and Shalev, the

photographs of the Truro Law
Courts show that this firm has
produced a clever, articulate

and contextual modem build-

ing, although in a softer vein
than some of their more rigor-

ous work.
Inspired by the work of Le

Corbusier and Aldo van Eyck
this practice has a lot to offer

in the modem tradition. Some
of their work looks worryingly
tough, such as their concrete

block dominated Home for the

Younger Handicapped. But
Truro, which I have yet to see

in the flesh, has a highly
designed strength that looks

promising.
We live in plural times

where it certainly helps to be a
catholic and rejoice in the uni-

versal architectural richness

while still searching with a

steely eye for crystalline gems
that show their architectural

qualities regardless of style.

Colin Amery

LYTTELTON THEAH5E

They do not hang about at the

Royal National Theatre. The
minute the regal epithet is

acqtered, they write Her Mqjr

esty into the repertoire and
hand her ever to PrimeUa
Scales.

One will have many, memo-
ries of any theatrical year, but
the sight of Miss Scales;dumpy
and determined in a aHidMe :

blue suit, engaging Alan Bear,

nett as her Surveyor of Pic-

tures in conversation abdut the

iconology of Titian and fake

Vermeers, will be one- Of the

more glowing of 1988.

This is taking patriotism

deliriously far, and a good deal

farther than did the other two
queens on view, Guy^Burgess

and Anthony Blunt Although

the two traitors were possibly

lovers before Burgess’s demo-

tion in 1951, Alan Bennett has

kept them apart in a doable-

bill comprising a stage adapta-

tion of his own trievioon film.

An Englishman Abroad, and
the new piece, A Question of

Attribution . Each plays -for

just under and just over, an

Bennett Is less concerned

with the climate of treason

than with a sort of pathological

English unease to whicn
treachery was a convenient

mask . “When sorrows come,

they come not single spies, but

in battalions" moans Claudius

as Ophelia goes mad. His Bur-

gess and Blunt are renmte.

lonely figures.
.

obs^f f̂
the personal fives of

just as the Audenesque Pbflby

character in Bennett's The Old
Country had a vicarious exis-

tence through distance and
nostalgia.
' The first play is a rather uat-

tened out, unimaginative stage

treatment, returning the story

)o the anecdotal form in which

Barnett «»m across it.
.

informer was the actress
•

Coral Browne,who^layed b«>
self in tbe fffm, now ceding to

Miss Scales. On tour in

Moscow in 1958, she is sum-
moned to Burgess’s chaotic

apartment to listen to a Jack

Buchanan record, provide gos-

sip off literati rite has never

met and take expanding mea-

surements back to a ummn
tailor.

Whereas Alan Bates con-

veyed a wonderful sense of otn-

er-worldliness shot through

with a residual hankering after

chibs and cricket, Simon Cal-

low, directed by Bennett, pres-

ents a rather bumptiousex-w
whose key criticism off his fet

tow countrymen is their lack off

appetite.
“

•
.

•
. •

Appetite is Callow's forte,

and he rips into his one-sided

conversation with as much
gusto as he brings to the sing-

tog of Gilbert and SuHiran

with his allotted balalaika-

strumming boyfriend (Paul

Brightwell). . ..

In the new, more interesting,

play. Blunt is being questioned

by a security officer, Chubb
(Callow, doubling as director),

shortly before his anonymity is

blown in 1979.

. The officer is talcing a crasn

Alan Bennett as
Anthony Blunt

course in art history, and the

attempt to get Blunt to identify

naked guardsmen, fellow trav-

ellers and casual friends in a

series of projected blown-up
"is, is subsumed in a
of two Titian paint-

ings.
Blunt Follows the brilliant

1956 decoding by Erwin Panov-

sky off the “Allegory of Pru-

dence" (the picture of three
animal and three human
heads) that hangs in the

National Gallery while trying

to unravel the identity of the

third, fourth and fifth men In a
fake Titian in the Queen's pri-

vate collection.

The fake and the genuine

article are equally interesting

to Blunt, and to Bennett. His

unscheduled encounter in
Buckingham Palace (a swim-
ming pool to be opened has

sprung a leak, so the Queen is

virking her heels), contains the

most delightfully subtle writ-

ing, and playing, off the even-

ing, moving easily between
knockabout fun, lire clipped

banalities of an improvised

audience, and a breezy, pene-

trating frankness.

Blunt raises Poussin and has

“Chicken” thrown back at him.

"One's just had it for lunch. I

suppose it’s fresh in the mind."

But the shuffling awkwardness

on both sides leads to the per-

ceptive understanding one ima-

gines to be not uncommon in

such formal relationships.

In a famous passage in E M
Forster's Two Cheers for

Democracy, the choice is pro-

posed of betraying one’s coun-

try or one’s friend. Burgess

says he loves England, but not

his country. The distinction is

crucial. But neither Burgess or

Blunt seem very capable of

friend ship. It is in his stndy of

two types of glacial ambiguity

that Bennett has written so

very compelhngfy- . .

Whether or not this is a take

or genuine National Theatre

production is difficult to say.

Handsomely designed by
Bruno Sftwtini, it is expected to

transfer quickly to the West
End next Spring. Let’s hope it

goes to the Queen’s Theatre.

Michael Coveney

Boston Symphony
Orchestra
FESTIVAL HALL

Infrequent visitors here, the

famous Boston band with their

conductor Seiji Ozawa drew a
full house for their Webern and
Mahler on Thursday. It was a
pleasure to encounter their

mellow, soft-edged sound again

- when the audience permit-

ted: for this is 'fluey-cold sea-

son, and Webern’s fragile Five

Pieces op. 10 were set in
imaqnal contest from the start

with an army of crepitating

guest soloists. Through the

hacking one could just about

discern Ozawa's lovingly pre-

pared performances — the

fourth and fifth pieces paced

and floated with tremulous
subtlety, until just before the

end of the latter some British

phlegm bad to be rudely

shifted.

Ozawa’s little Webern team
seemed concerned above all to

sustain an appealing, lyrical

manner in opus 10; European
ffiTis are used to more pointed

Expressionist inflections, but

that’s undoubtedly a matter of

li^i taste. In the Ninth Sym-

phony of Mahler, his vastly

greater forces preserved a simi-

larly temperate diction - vivid

bursts off orchestral colour, yes,

but hardly ever a stabbing

accent in the melodic line nor

any sudden poignant drop: bet-

ter to forgo such touches, off

course, than to force them
unnaturally.
Granted some refined solo

playing (with a remarkable

contrabassoonist in the LAn-

dler movement), the expressive

heights and depths were kept

by large to a decent, rear

sonable seme.
It spoke highly for Ozawas

expository skill and care that

this performance was generally

satisfying none the less, if

never revelatory. The Boston

ensemble was sometimes
looser th«n one expected, and

the “ftmeral march" lead-back

to the first-movement recapitu-

lation missed its chill, inexora-

ble thrust Ozawa’s up-tempo
and rather hearty treatment of

the final Adagio made his ten-

derly drawu-out epilogue seem
disproportionate, though lovely

on its own.
Nine double-basses may be

fine for the Ninth in Symphony
Hall, but in our drier Festival

Hall they sounded under-

weight The trombone trio, an

exception to the soft-edge rule,

struck repeatedly like a mailed

fist ffyr*ting at many points,

but prone to overwhelm more
Important voices in the Rondo-

Burleske and even in the Ada-

gio. Luckfly, Boston boasts an

E-flat clarinet who under-

stands all Mahler's require-

ments: sardonic, astringent

and even (where necessary)

rancid, he supplied piercing

reminders of the anger and
desolation that underlie this

wonderful score.

David Murray

Hornby.
ABSA enters its second

decade with many friends and
few enemies. It has managed to

help raise corporate spending

on the arts from under film to

around £30m a year. It is basi-

cally a propaganda machine,
only occasionally allowing

itself to be lured into arranging

marriages between industry

and the arts: it fixed up Digital

with the dance world and
gwptigh Estates with a whole

range of regional arts compa-

nies. and watched as the latter

waltzed off with a Best Corpo-

rate Sponsor award at the cere-

mony, for assisting the RSC on

its Newcastle visits and the

Theatre Royal in Plymouth.

Perhaps there was a feeling

that the prize winners were too

predictable; perhaps the panel

off judges should be changed
annually, to allow in more rad-

ical views. Certainly there will

be more women on the panel in

future. Everyone appreciates

the bravura of Royal Insurance

in pumping more than film

into the RSC over three years,

and Lloyds Bank going for

broke with its £500,000 invest-

ment in the Royal Academy’s

Age of Chivalry exhibition, but

there was a feeling of money
talking in their awards.

Mace noteworthy was Becks

Bier's award for Best Youth
Sponsorship, both because it

was brave to acknowledge a
drink company in this field,

and because Becks has sup-

ported the avant garde, from

Dance Umbrella to the Theatre

de Complicity hi the same way
it was easy, but commendable,

to give a local Asian restaurant

chain. Jamdani, a prize for sup-

porting an exhibition of Bang-

ladeshi textiles at the local

Whitechapel Gallery in East

London. Of more long term
good wight be the award to

Balfour Beatty Devlopments
and London & Edinburgh
Trust, property developers,

who, in their eagerness to

rebuild Cardiff, financed 70

local artists to show and sell

their work in the city during

August
Commendable prize winners

were NAPP Laboratories, who
supplied enough extra money
to enable the Council for Music

in Hospitals to extend its cov-

erage to hospices, and The
Place Theatre in London which
picked up the only award going

to an aits organisation for its

Imaginative scheme for getting

companies to invest in new
dance works as if they were
investing in the Stock Market
The restriction of choosing

just one winner for each cate-

gory was wisely discarded,

enabling Gordon Richards
Tools of Coventry, a tiny engi-

neering company that cele-

brated 20 years in business by
backing a CBSO concert in Bir-

mingham, and Volkswagen, for

its aid in launching the Tate in

the North at Liverpool, to be
acknowledged along with Jam-
Hani as good first time spon-

sors. Room was also found for

cue new category - Best Spon-

! *
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bach, with Thomas Zehetmatr
(violin)- BerHoz, Schumann, and
Brahms. Royal Festival Hall

(Tues) (928 8800).

BBC Symphony Orchestra, con-

ducted hy David Atherton, with

the BBC Symphony Chorus. Bar-

Hoz and Messiaen. Westminster
Cathedral. (Thura) (928 8000).

floyal Philharmonic Orchestra

conducted by Antal Dorati.

Schubert, Mendelssohn. Barbican

(MOD) (638 8891)- „ . .Symphony Orchestra

conducted by Mstislav Rcstro-

(Thrirs) (688 8881).

Parte
Orchestra National de France

and Radio France choir con-

ducted by Sir Neville Marrinen

Mozart’s Cost Fan Tutte (Mon)

Vienna
armtmlsches Orchester

Flandem, conductor Gunter Neu-

hold. Doris Adam (piano). Brew-

cays, Schumann, Brahms. Musik-

verein (Tues).
Wiener Symphonlkear. conductor

Sandor Vegh. Erich Hobarth (vio-

lin). Haydn, Mozart. Konzerthaus
(Wed).
Chamber Orchestra ofEwopo,
conductor and soloist (oboe),

Douglas Boyd. Mozart. Bach,
Dvorak. Konzerthaus (Thins).

Shifawia Varsovia with Staatso-

perneborconducted by Sir

Yehudi Mfannhin, with Rail* Vfl-

jaitainon, (soprano). Christa Lud-

wig, (alto), Hans-Peter Blochwitz

(tenor). Boris Martinovie (bass).

Handel, Mozart Konzerthaus

(Thurs).

Netherlands Philharmonic con-

ducted by Bryden Thomson with

Nobuko Imai (viola)- Vaughan
Williams. Walton, Elgar. Bears
(Thur) (27 04 66).

Musicians’ Accord. Christine

.
schadeberg (soprano), with Bar-

bara Kolb. Lucas Foss, Joan
Tower, Laura Kaminsky. Merida
Hall (Thur) (362 8719).

Rome
Rudolf Barshai conducting
Tchaikovsky and Prokofiev.

Auditorium in Via della Concilia-
zone (Mon, Tues) 6541044.

Trio le Cerde in a theatrical fan-

tasy entitled Jules Verne,
directed by Michael Lonsdale,

with text and music by Giorgio

Battistelh. Teatro Olimpico
(Wed) (393804).

Washington
National Symphony Orchestra

conducted by Gerd Albrecht
Stravinsky, Schumann. Kennedy
Center Concert Hall (Tue) (254

3776). . _
National Symphony Orchestra

conducted by Rafael Frabeck
de Burgos, with William Stock

(violin). Beethoven. Korngokl,

RaveL Kennedy Center Concert

Hall (Thur) (254 3776).

conducted
lw totin

i Ozawa. Mat

(47203637).

soloists: Beethoven, Mozart, J.

Strauss (Tue) Salte GaveatL

(45632030).
Orchestra National de lUe de
France conducted by Gaetano

piano. Rossini,
1

Dvorak (Tue) Salle Pleyel

(45638873).

Orchestra Cofamne conducted

by Philippe Entremont, with

Jorge Bolet, piano: Mozart,

Lutoslawslti, Rachmaninov
(Toe). Theatre dee Champs Ely-

sees (47203637).

Orchestra de Paris with Daniel

Barenboim as conductor and
soloist. Cecilia Bartoli, mezzo-so-

prano. Rossini, Mozart, Strauss

(Wed. Thur) Salle Pleyel

Munich
Bamberg’s Symphonic conducted

by Clans Peter Flor with pianist

Martha Argerich. Mendelssohn,

Bartboldy, Chopin and Schu-

mann. Philharmonic im Gasteig

(Mon)
James Galway (flute) and pianist

Philip MoIL Retnecke, Martinu.

Gaubert. Faute. Saint-Saeus,

Debussy, Godard and RaveL Her-

knlessaal da- Resident (Tues).

Amsterdam
RoyalConcertgeboowOrcb^a
conducted by Neeme Jarvi with

Boris Berman (piano). Nordheun,

Prokofiev, Nielsen. Concertge-

bouw (Thur) (718 345).

Mew York
Rudolf Serkin piano recital.

Schubert. Carnegie Hall (Tue)

(247 7800).

Alexander String Quartet
Haydn, Ho Joon Park, McKinley,

Brahms. Kaufmann Hall. 13%
Lexington Av (Tub) (427 6000).

New York Philharmonic con-

ducted by Zubin Mehta, with
Krystian Zimerman (piano). Men-
delssohn, LutowslawsbL Avery
Fisher Hall, Lincoln Center (Tue)

(7999595).

New York Woodwind Quintet.

Gilbert KaKsh (piano). Nielsen,

Peter Winkler, Alvin Etier, Dvo-

rak. Merkin Concert Hall (Tue)

(363 6719).
. ,

Andrew Rangell pianor recital.

Beethoven. Kaufmann Han, 1395

Lexington Av (Wed) (427 6000).

Cbtmg Trio. Shostakovich. Men-
delsssohn. Carnegie Hall (Thur)

(247 7800).

New York Philharmonic con-

ducted by Zubin Mehta, with

Leon Flelsber (piano). Carter.

Britten, RaveL Avery Fisher

HalL Lincoln Center (Tue) (799

9505).

Chicago

conducted by Gunther Herbig,

with Shura Cherkassky (piano).

Haydn. Tchaikovsky. Brahms.

Orchestra Hall (Thur) (435 8122).

Tokyo
Oslo philharmonic Orchestra

conducted by Mariss Jansons.

Dvorak, Sibettus. Suntory Hall

(Mon) (403 8011).

PhUharmoaiia Chorus conducted

by Wolf-Dieter Hauscfaild. Bee-

thoven. Shows Women’s Univer-

sity Hitmni Memorial Hall, near

Sangeniaya (Mon), Suntory Hall

(Tues) (780 5400).

conducted by Heinz Rogner. Bee-

thoven. Shinjuku Bunka Centre

(Mon) (374 6186).

Mint Symphony Orchestra con-

ducted by Marek JanowskL
Webern, Mozart, Schmitt, RaveL
(Thurs) NHK Hall (465 1780).

Wiener Oktett Brahms, Bee-

thoven. Suntory Hall (Thurs)

sorship of British Arts Over-

seas. which went, naturally, to

Barclay’s Bank, which has
poured millions into the for-

eign tours of the Royal Ballet.

This is a growth area.

Lord Rayne was this year's

first recipient of the new Lord

Goodman award for personal

contributions (after Lord Good-

man himself of course).

But for all the feeling of con*

gratula tion at the ABSA
awards the feet remains that

only around a hundred of the

500 largest companies in the

UK support the arts, and some

of the backers do so unsatisfac-

torily, with ill conceived pro-

motions. There is also the

debilitating danger of compa-

nies coming in on a “one off*

basis, raising the expectations

of an arts group only to let it

down flat. Rank Organisation

has been accused on this score

and in the US the sudden with-

drawal of Exxon from aiding

the arts has caused consider-

able unease.
Smaller companies, to whom

an arts sponsorship is some-

thing of a lark, are often happi-

est with the results. Of 200 first

time sponsors, 90 per cent reck-

oned that their brush with the

arts had been a success and 80

per cent of these were planning

to sponsor again. Fortunately

the Minister for the Arts, Mr
Richard Luce, managed to

raise the BS1S budget by 70 per

cent this year, to £3m, in the

knowledge that the more
money he could suck in to

finance the arts from the pri-

vate sector the less dependent

the arts would be on Govern-

ment cash through the Arts

Council.
Now ABSA is building up

another range of contacts

between business and the arts

in addition to money - profes-

sional skills. The newly formed

Business and the Arts aims to

encourage companies to lend

their specialists - in market-

ing, accountancy, computers -

to arts organisations, on a part

time basis. Already eight com-
panies have contributed

£100,000 to get the scheme off

the ground and Tim Stockil

hag been appointed as director.

*
Beck’s Bier is one of the more
imaginative arts sponsors, as

its ABSA award suggests. It is

currently negotiating with the

Royal Academy to stage a hom-
age to Malcolm Maclaren,

trend setter of the 1970s and
best known as the manager of

the Sex Pistols, in the Diploma
Galleries next year.

Blit Beck's big victory has

been winning round John
McGrath, founder of left wing
drama group 7384, to the vir-

tues of sponsorship. A few
months ago McGrath argued
against companies funding the

arts at an Oxford Union
debate. Over dinner there he
made contact with Beck's, (dis-

tributed in the UK by Scottish

& Newcastle), and a relation-

ship started which has led to

McGrath's new company
receiving £75,000 over three

years for an annual touring
production for Scotland.

Details of the biggest prize in

British arts sponsorship,
reported to be £100,000, will be

announced next week in Lon-

don. It will be given by the

PrudentiaL And on Wednesday
another important initiative,

involving Croydon and the

London Mozart Players, will

become public. It is a good
example of how local authori-

ties are nuxeasingly alive to

the contribution the arts can
make to enriching the commu-
nity.

Antony Ttoomcroffc

Hungarians get LIFT
As an appendix to my report

recently on the Katona Jozsef

Theatre of Budapest, 1 should

add that the visit by the com-

pany to London next July will

be sponsored not only by the

Hungarian Government, but
aign by local businessmen.

Mr Lajos Gbdolloi, the Direc-

tor of Theatre at the Ministry

of Culture, confirmed that the

travel costs of £25,000 will be

two thirds paid hy the Govern-

ment The rest will come from

oosorship raised by the Lon-

__® International Festival of

Theatre, LIFT, working in con-

junction with the Katona Joz-

sef.
_

The venture gives a signifi-

cant insight twin both the pre-

carious nature of bringing the

best of world theatre to

Britain, the changing atti-

tude towards funding the arts

in a country where the thea-

tres (fS in alL 21 in Budapest)

have been nationalised since

1949. Arts sponsorship seems

to be as Inevitable in the East-

ern Bloc as it is on the South

Pank.
Mr GodoUoi manages a bud-

get of 743m forints (about

£7 4m) allocated to theatre

from a total arts, including fine

arts, budget of 1 ,200m fonnts

(£l2m). The Katona Jozsef,

widely held to he one of the

tiding companies of Europe,

receives a fair proportion of

the 150m. forints (£lJ5m) snared,

among the four main Budapest

theatres. ,

It is nowhere near enough.

as Mr Goddlloi readily admits,

but be values the international

contacts made by Katona Joz-

sef and was clearly impressed

by the great success they
scored last year in Paris. He
believes that this success will

feed back into the rest of Hun-
garian theatre.

Mr Godolloi proudly points
out that glasnost started in

Hungary in 1980, well before

Mr Gorbachev got going.
Before that date, no plays that
might be said to have contra-

dicted political or international

interests were allowed. Censor-

ship, he says, does not exist

anymore. Today, no new play

has to be submitted for
approvaL
LIFT itself runs its three-

week biennial festival on a
budget of £0.5m, £150,000 of
which must be raised from
sponsors. To part of this end, a
fund-raising Hungarian dinner,
catered by a leading Budapest
kitchen, is planned to celebrate

the arrival of the Katona J6zsef

at the Old Vic in July.

The overall price to LIFT of
bringing the company, 60 act-

ing and technical personnel, to
London will be about £50,000
pounds for accommodation,
fees and expenses. The reward
for audiences will be two mar-
vellous, deeply indigenous and
revelatory productions of
Gogol's The Government
Inspector and Chekhov’s Three
Sisters.

Michael Coveney
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Friction at the

Euro summit
THE European Community
summit in Rhodes did not turn
out to be quite the frictionless
event that it was forecast to be.
Though the Greek presidency
and Mr Jacques Delors, the
European Commission Presi-
dent, had done their best to
ensure a low-key meeting, they
had forgotten about the Irish

problem.
The British media may have

given too much prominence to
the row between Mrs Thatcher
and her Ttolgiflw md Irish col-

leagues, Mr Martens and Mr
Haughey, over their failure to

extradite the former Irish
priest, Mr Patrick Ryan, for
alleged involvement with the
IRA. But the issue certainly
overshadowed the start of the
meeting and has led to a seri-

ous rift between three Commu-
nity members which may take
a long time to heaL
Mrs Thatcher’s anger and

frustration at the shortcomings
of extradition treaties and
anti-terrorist co-operation are
perfectly understandable. The
people she is trying to bring to
justice are, after all, suspected
of being involved in the killing

of British soldiers and civil-

ians. But, as on several occa-

sions in the past, it is the tone
in which her views are
expressed to her European col-

leagues which causes the most
offence. To berate Mr Martens,
the Belgian Prune Minister, a
lawyer himself, for not respect-

ing the law of his own country,
and the Irish Government for
making ringing declarations
against terrorism instead of
taking action, risks being
counter-productive.

Dafl approval
It will be all the more diffi-

cult now for Mr Haughey to

win the Dad's approval for the
renewal of the Irish Extradi-
tion Act, even if his own
resolve has not been dented by
the onslaught to which he has
been subjected. Mr Haughey
was right when he said that' no
extradition agreement was
likely to work if every individ-

ual case was politicised.

It is at least encouraging
that, behind the fireworks, co-
operation in combating terror-

ism, of which there have
already been conspicuous
examples between Britain,
France, the Netherlands and

West Germany, is continning
on a calmer plane. The. latest

distance of closer cooperation
in this field is the decision
taken at Rhodes that each Gov-
ernment wonld appoint a
senior dvd servant to co-ordi-

nate the EC’s fight against ter-

rorism, drug trafficking, weap-
ons smuggling and illegal
imi-nigra linn _

Though other more dramatic
events in Rhodes have tended
to catch tiie public eye, by for

the most significant outcome
of the meeting was the joint

statement on the relationship

between the Community's
planned single market and the
outside world. It was a timely
gesture that, on the eve of the
Gatt review meeting in Mon-
treal, the 12 EC countries
should declare that “the inter-

nal market will be a decisive

factor contributing to greater
liberalisation in international
trade on the basis of the Gatt
principles of reciprocal and
mutually advantageous
arrangements.”

Overall message
While open to various inter-

pretations - the inevitable
result of a compromise
between convinced free trading
states such as Britain, West
Germany «nd the Netherlands,
and the traditionally more pro-
tectionist countries such as
Fiance, Spain and Greece - its

overall message is undoubtedly
one favouring trade liberalisa-

tion. Those in the US, Japan
and the Third World who have
expressed fears about a “for-

tress Europe” will find it a wel-
come point of reference in
international trade negotia-
tions and any trade disputes
which may arise.

Given the general desire to
avoid conflicts in Rhodes - at
least on non-Irish mafias - it

was hardly surprising that
some of the most controversial
issues were discussed only
superficially. It would be an
illusion, however, to believe
that the Community is in for a
long period of peace and har-
mony. Tax harmonisation,
social affairs and border
checks are all problems on
which Britain-could again find
itself at odds with.manyHif-its
partners ahdwftt raqtere muHh
skill m2 the part of the as yet
untried Spanish presidency.

Military revolt

in Argentina
DEMANDS expressed by the
force of arms cannot be
allowed to succeed in a demo-
cratic society. This is the fun-
damental reason why govern-
ments must stand firm against
the blackmailing dowiawda of
terrorists.

The military rebellion in
Argentina is a form of terror-
ism on a grand scale. Instead
of taking hostages or hijacking
an airliner, rebel army officers,

by taking over a Buenos Aires
barracks, are in effect holding
the entire nation to ransom
with unacceptable demands.
The rebels may consider

themselves patriots; yet they
deserve as little sympathy as
terrorists and must not be
allowed to get their way. An
example must be given of firm
leadership by President Raul
Aifonsin and the military high
command, both to protect the
stability of Argentina and as a
lesson to au other Latin
nations where the military
nurse the belief that they pos-
sess a self-appointed right to
dictate the rules.

This is the third time in 18
months that basically the same
small group within the army
has rebelled. What they want
from the Government is funda-
mentally the same. Having
twice failed, in Easter 1987 and
in January this year, there is

even less justification for con-

cessions on this occasion.

Amnesty for officers

The rebels have stated they
have no intention of seizing

power. Their demands, they
say. are purely military: an
amnesty for those officers pun-

ished for human rights abuses
during the "dirty war" under

the previous military junta,

improved pay and the removal
of General Jose Dante Caridi,
the army chief of staff,

These are impossible
requests with powerful politi-

cal overtones. Leniency
towards those Imprisoned for

hitman rights abuses would
maim a mockery of scrupulous

attempts by the Argentine judi-

ciary to observe due process of

law tinder a newly democratic

government. Awarding the

kind of pay increases
demanded would sabotage the

Government’s ^forts to impose
the sacrifices of austerity fairly

throughout Argentine society

and would rekindle the sense
of the military’s bring a sepa-
rate and privileged caste.

As for acceding to the
removal of Gen Caridi, this
would impinge directly on
President Alfonsin’s own
authority. Gen Caridi is the
President’s personal appointee
who has berii trying to mod-
ernise the army, the most reac-
tionary of the services and the
one most heavily involved in
human rights abuses.
Gen Caridi could be critic-

ised for having pursued a pro-
motions policy that singled out
officers more for their political
loyalty than their professional
ability. However, the bulk of
the army appeared to accept
the need for a new role muter a
democratic government Thus
to permit a minority of dis-
gruntled officers to dictate
senior appointments would
inevitably jeopardise the com-
mand structure and CaTl rntn
question the entire policy
towards the military since
President Aifonsin was elected
five years ago.

Too conciliatory
In dealing with the two pre-

vious rebellions President
Aifonsin was understandably
reluctant to be considered
responsible for bloodshed. To
avoid this and a possible split

in the armed forces, he was, if

anything, too conciliatory.
Although the authorities
insisted no deals were made,
the whiff of government com-
promise remained after both
rebellions. This probably
explains why the rebels are
pnahipg their Inrir. again.

The rebellion has lasted four
days now precisely because the
Government has shrank from
the consequences of using
force. Yet no one will blame
President Aifonsin if lives have
to be lost in an efficiently man-
aged operation to crush the
rebellion.

There is of course the risk

that loyal troops will not obey
orders. But the consequences

of not dealing speedily and
firmly with the rebellion are
infinitely more grave. To give

in would undermine President
Alfonsin's credibility, leaving a
lame duck leader until presi-

dential elections in May.
Worse, it wonld profoundly
weaken Argentine democracy.

Charles Leadbeater previews today’s UK white paper on training

Time to change
the culture

T he British Government’s
most successful policies can
be summed up in terms that

have become catchphrases
for the 1980s - privatisation, con-
sumer choice, value for money, curb-

ing union power.
In contrast the Government's policy

on training is usually described by
Department of Employment officials

with a deluge of ugly acronyms,
which mean little to most people:
TVEI (Training and Vocational Edu-
cation Initiative), CFVE (Certificate of

Pre-Vocational Education), NAFE
(Non Advanced Further Education),

YTS (Youth Training Scheme), JTS
(Job Training Scheme), ET (Employ-
ment Training) «™i NVCQ (National
Council for Vocational Qualifica-

tions). to name a lew.
The list is a mark of the confusion

created by the piecemeal introduc-

tion, over the last few years, of
schemes and projects aimed at
improving everything from vocational

education for 14 year-olds, to the sup-
ply of higher level professional skills.

It signals considerable energy and
activity, but widely dispersed and
unco-oniinated. Training in Britain is

probably better than it was, but it is

still a mess.
Mr Norman Fowler, the Employ-

ment Secretary, might dear up some
of the mess this afternoon with the
publication of a white paper on train-

ing. which is intended to set in
motion the most far-reaching over-
haul sm«» the creation of the statu-

tory Industrial Training Boards in
1964. The centrepiece will be a plan to
establish local employer training
councils, modelled on West Ger-
many’s Chambers of Commerce and
private industry councils in the US.
These will take responsibility for pro-
viding and encouraging training in
tfrnii* areas.
Will Mr Fowler set training policy

on a dear path, or will he merely add
another set of initials, like LTC (local

training council), to a list which is

already far too long? If he is to suc-

ceed, he will need to explain how he
expects the white paper will help to
encourage or force employers to over-

come a daunting list of problems
Which Tnalca up Britain’s skills dftflwt

In West Germany some 30 per cent
of youngsters leave school at about 16
with an intermediate certificate for

which they are assessed on an aver-
age of 10 subjects which indude com-
pulsory German, mathematics and a
foreign language Only 12 per cent of
English school-leavers reach a compa-
rable level.

The average German standard for

Hie lower half of the ability range is

the same as the average for all

English pupils. The average Japanese
13%-year-old knows more mathemat-
ics than the average British 15-year-

old- In Japan more than 95 per cant of
young people are in fall-time educa-
tion to the age of 18, compared with
32 per cent in England. About 38 per
cent of Japanese 18-year olds enter
higher education; so do 48 per cent of
North Americans. Only 15 per cent of
British youngsters take that route.
In West Germany about 600,000

young people a year embark on a
t^ree-year training course in industry
and commerce.leading to a vocational
qualification. Between two and three
tunes as many people qualify as fit-

ters, electricians, and building crafts-

men as in Britain and about five
times as many as clerical workers.
According to a recent report by the

National Institute of Economic and
Social Research. France has made
considerable headway in the 1980s
towards creating a vocationally quali-

fied workforce capable of matching
the Japanese and West Germans.
The French train two to three times

as many electricians and mechanics
- more systematically and to higher
standards -as the British, through a

system of vocational schools. In con-
trast Britain relies on the two-year
Youth Training Scheme. But the
majority of young people who pass
through it do not gain a vocational
qualification, and of those that do,
most gain only the most basic qualifi-

cations available.

Thus Britain remains close to the
bottom of the international training
league table, despite ammai expendi-
ture by employers of £18bn a year,
according to a forthcoming interna-
tional analysis commissioned by the
Department of Employment’s Train-
ing Agency. About 85 per cent of the
£18bn goes on trainees’ wages and
other labour costs. Only £3.75bn went
on training materials.

The survey found that half of all

employees received no training in
1966-87. A third of employees said
they had never received any training.

A fifth of companies provided no
training, less ihan n third had a train-

ing budget and only 20 per cent evalu-
ated the effectiveness of training.
There was a marked lack of enthusi-
asm for training among adults. More
than half Raid they had no plans to
undertake training far the future.

A recent report by Professor
Charles Handy for the National Eco-
nomic Development Office found that

63 per cent of West German managers
had a degree, and 51 per cent of senior
managers in the US had a second
degree. Only Z1 per cent of British

managers have a degree. One in five

UK companies makes no provision for
management training, rising to 75 per
cent arming amafipr companies.
The inadequacy of Britain’s invest-

ment in BdmsaUnfl grid skills hag con-
tributed to the recent worsening of
skin shortages. While these have not
reached the levels of the 1970a, a
recentNEDO report on the electronics

industry suggests skill shortages are
much more ingrained and persistent

in the UK than elsewhere.
Better training should help the

labour market by providing workers
with the skills to fill job vacancies. It

should also gradually move the econ-
omy to a higher level of skill, produc-
tivity, and value-added output
Too' much of the British economy

operates at a ‘Tow skill equilibrium,"
with poorly trained workers employed
by companies making products with a
relatively low skill content Training
policy should move the economy
towards a “high skill equilibrium,”
where companies can innovate prod-
ucts and processes for growth mar-
kets, because their workers are more
professional and adaptable.

The chief task for most companies
is not merely to introduce more flexi-

ble working practices, but to ensure
they have staff equipped to exploit

them to the full. That means, for
instance, managers trained to run
just-in-time production systems,
supervisors to motivate and organise
the work of shop-floor work teams,
and workers who have the skills to
pick up a range of jobs, and to con-
tribute to quality and innovation.-. ....

The more flexible working practices
introduced in the 1960s were a big
Step from the rlpmamatinn lines of thf»

1970s. But in many companies it has
been at best an uncertain, interim
step. They are clearer about what
they are moving away -from, than
what they want to move to. If the

at expunging the past, towards a more
positive, modernising agenda for how
the labour market should develop into

the 1990s. Despite wide-ranging
reforms the labour market remains
the glaringly weak link in the British

economy, in large part because of the
inadequacy of the training system
But how can a Government commit-

ted by ideology and-publlc proclama-
tion to avoiding direct intervention in
markets correct the underlying weak-
ness of Britain’s low-skill labour mar-
ket? An underlying consensus is

emerging about what might be done
to improve vocational education and
training. The views of senior manag-
ers, personnel directors, training spe-

cialists. educationalists and unions
nan be distilled into a clutch of desir-

able objectives:

• Clear targets should be set to raise

the proportion of young people who
remain at school after 16 to interna-
tionally competitive levels. The vari-

ety of vocational education initiatives

should be brought together to form a
clearer, simpler route for vocational
education from 14-18. Vocational edu-
cation should form part of every
child’s education, but there should be
opportunities to specialise. The pleth-

ora of schemes to link schools and
businesses needs to be brought
together and simplified.

• The Youth Training Scheme needs
substantial reform to raise standards.
Some schemes should run for at least

three years, if not longer, to equip
people with higher level skills. The
minimum period of off-tfaejob train-

ing should be more flexible to match
different trainees' needs. There

• There should be a new vocational

training entitlement - an annual

period of training or education for

19-24 year olds, ffngn<^ by Govern-

ment, employers and individuals. All

young adults should be encouraged to

study, not merely the minority who
go into higher education.

• The Government’s programme for

the long-term unemployed should be

gradually improved to provide more
training. It should be matched by two
new schemes: first, a scheme to
ensure that redundancies are linked

to retraining, to avoid newly unem-
ployed people becoming long-term
unemployed: and second, a scheme to

retrain workers over the age of 55,

who wish to return to work. This will

be vital to combat expected shortages.

• Britain needs a comprehensive,
dear, system of vocational qualifica-

tions. This is slowly being developed

by the National Council for Voca-
tional Qualifications. It needs to be
matched by the establishment of a
national system of skill assessment
centres, like driving test centres, to
make it easier for people to gain
accreditation for skills learnt on the
job, for instance.

• Employer-led local training coun-
cils should be provided with budgets
and given responsibility for oversee-

ing programmes for both unemployed
and employed. Over time, Govern-
ment funding should depend on
matching, and eventually majority,
employer funding for training: Gov-
ernment money should be disbursed
only if accompanied by tight perfor-

mance targets on vocational qualifica-

tions, throughput of trainees and job
placement
• Many of the voluntary employer
training bodies, which replaced the 17
Industrial Training Boards abolished
in 1981, are seen as ineffective.

Employers within each sector should
be under a statutory obligation to set

UP such a body with performance tar-

gets, including carrying out training
audits of their industry. The six
remaining training boards, which
have the power to raise training
finance from industry, should remain
in place for the time being.

• To pun together this ideal policy,

says the emerging consensus of train-

ing enthusiasts, every worker should
be given a training passport It wonld
record achievements, qualifications
and credits towards qualifications. It

should also embody a statutory
employment right to a set period of
training; say initially 10 days a year,
to be be financed through occupa-
tional training funds, ahtn to occupa-
tional pension funds. Companies
should he under an obligation to set

up such funds, and workers under an
obligation to contribute.

Most employers and the Govern-
ment argue that a statutory training

levy would be inefficient and bureau-
cratic. But that only rules out one
form of statutory action. Statutory
occupational training foods could be
tailored to the needs of particular
companies and workers. They would
be managed, administered and policed
within companies rather than by
time-consuming inspectors from a
training board.

The white paper will establish local

training councils and set in train
reviews of other arrangements. But it

is unlikely to suggest occupational
training funds, even though senior
Employment Department officials are
keen on the idea - and even though
such funds could help provide the
long-term commitment to training
that, many argue, the UK now needs.
Improving training In Britain will
require transformation of a culture
based on energetic amateurism to one
of confident pi^feaiimviliam. But to
start the process, employers, unions
and workers need a short sharp
shod.

flexibility erf the 1980s is to be devefr
oped into new production methods for
the 1990s, companies will have to
invest more heavily in the skills erf

their managers and workers. .

In the same way the Government’s •

agenda needs to move on from trade
union reform in the early 1980s, aimed

should be clear targets for the output
of the scheme in terms of vocational
qualifications. Training organisations
which under-perform should be penal-
ised.

Was anyone

right?
AH outside forecasts last

spring of the UK’s balance of
payments deficit for 1968 were
as wrong as the Treasury’s,
Chancellor Lawson told the
House ofCommons last week.
The Treasury guessed at £4bn
(less than 1 per cent of GDP)
in the Budget RedBook in
March, largely, it said, “as a
result of the projected decline
in the oil surplus. The deficit

on non-oil trade is forecast to
show Utile farther change from
the level in the second naif
d 1387.”

As we now all know, the
actual number is likely to
come out nearer £14bn, or over
3 per cent of GDP and, on that
baas, rather worse than the
American deficit:

The Chancellor has incensed
Christopher Story, editor and
publisher of the International
Currency Review. In his March
issue. Story wrote of a sharp
deterioration in Britain's trade
position, with a deficit “run-
ning at perhaps £20hn to gishu
per annum at the end of this
year, and still widening”. Story
says that the Treasury has sub-
scriptions farno less than six
copies of his joumaL Does
nobody in Great George Street
read them? he wonders.

Lawson has dismissed some
of his critics as “teenage scrib-
blers", a phrase once associ-

ated with a former Chancellor,
Denis Healey. The term has
stuck in the City. Some of
them are taking part in a Teen-
age.Scribblers Conference on
economic prospects shortly
before the next Budget (admis-
sion £130 phis VAT). Among
them is Gordon Pepper,
scarcely an adolescent

What we want to know, how-
ever, is whether anyone else
can prove that they were fore-
casting a £10bn-plus UK bal-
ance of payments deficit for
1988 last spring. Otherwise,
a modest reward will go
directly to Christopher Story
by the end of this week.

Observer

Light mattersA young Japanese, working
in London for the first time,
is perhaps less diplomatic than
some of the oldstagers. He
says that there are two things
that really bother the Japanese
community here. One is the
blandness of the food, espe-
cially the rice. The other is
the quality ofthe indoor light-
ing.
On the food he is, of course,

quite right. Bat it occurs to
me that he is also right about
the lighting. The RngUali
indoor lighting system is not
made for reading. My contact
says that he has discussed this

with, his fellow Japanese. They

aivisedhim that it is not polite
to say so in public. So what
the Japanese in London are
now doing is carrying around
a stock trf extra-strong light
bulbs which they insert when-
ever they have the opportunity
and the need to read.

Treasury gains
JohnWakeham. the Leader

of the House ofCommons, has
crane up with a response to
those who clpim that the Gov-
ernment’s privatisation policy

is aimply a device to sell state-

owned assets cheap. Wakeham
asked the Treasury to make
an estimate of the benefits to

tiie Exchequer through corpo-
ration tax from privatisation

since 1979, and the answerwas
over £Z2bn.

Sugar’s degree
Alan Sugar, the lad from

file East End of London who
left school at 17 to found
Amstrad, Britain's best known
consumer electronics company,
is going back to college today.

He is being made an honorary

*T bad this nightmare —
I was found guilty ofdisloy-
alty and banished to the Mal-

vinas."

Doctor of Science at the City
University.

Sugar’s relations with the
University have flourished

ever since he lectured its busi-

ness school last year advising
budding multi-millionaires to

avoid journalists, Americans
fed a lot of other unseemly
groups besides. Since then,

he has funded a research stu-

dentship in innovative market-
ing, held seminars withMBA
Kfaidmte

,
allowed City's stu-

dents to develop new products

under his tutorship and invited

CSty graduates tojoin Amstrad
as assistants to its directors.

The University willno doubt

be hoping for more of the same
after the doctorate. But anyone
wondering whether Sugar is

about to settle for the role of

an elder statesman should
pause for thought. Hie can still

be quite rough.
Sugar went to Brussels last

week to Lecture the Commis-
sion on whathe regards as
the iniquities of Europe’s anti-

dumping laws which. he says.

are .blocking the free flow erf

goods between the Far East
and Europe, central to
Amstrad’s operations.
The meeting was heated,

and the.ward is that Sugar
accused Commission officials

of being .the unpaid marketing
department of Philips and
Thomson, the European con-
sumer electronics groups
wliinli Iwmflt most from anti-

dumping actions. Thus Sugar
remains very much a Thatcher-
iteman, and the City contin-
ues to look up to him because
he has not quite had the downs
as well as ups of (say) Sir Chve
Sinclair.

Buzzwords
.

Longman is publishing a
Register erf New Words, from
which there is undoubtedly
much to be learned and all at
which are apparently “in”.

Gai-ge is the Chinese for peres-
troika, as used in The Econo-
mist, no less. Another Russian
word that is about to hit us
is khozraschot which wmwh
economic accountability. A
British £50 note Is called a
jack. A juppy is a Japanese
yuppy. A Mockney is not a
derivative of a David Hockney
drawing, but someone who
tries to put across a proletar-

ian iwagp. A fawy navel is

a cocktail made from peach
schnapps and orange juice.

There is also Keith’s mum.
a stereotype ofa weft-meaning
butdm middle-aged woman
erf representatively average
views. Sid is defined as a
“side-impact dummy: a
fauman-flke dummy used for

testing the effect cf sid^on
collisions on carpassengers."

Irish wisdom
Charles Haughey got it about

right in an interviewon BBC
Rydin 4-yesterday. Hewas
asked whether the Ryan affair

had placed an undue strain

on Anglo-Irish relations. The
Taoiseach thought for a while

before replying: “Anglo-Irish

relations are very rarely nor-

mal.”



d i Michael Kdd in Baghdad asks whether an enterprise culture can succeed under Iraq’s political regime Declining private sector saving
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A little /more than three
mouths ago, eventhing
^nedto 6e goto* weQ in
the world of Sad/fam Hns-

seuo, the Iraqi President He had
™rced fean to sue for peace in the

-*™u war. -he was developing leader-
ship ambitions in.tbe Anrfe worid: be .

was m total ccmtxol of hte country and
had set out to coDsOhdafo that hoftd

.«**i«u*

With an ere on the future, Saddam
appeared to be promoting Ids family
as a ruEng dynasty.^The peo^e doe-

.

~ serotal erf Msnrinfeters
gdmqfouycommgndmg-^ harfm^. .

nedhJB relations. His dd«- son, Uday.
who at the age of 25 was president of
Saddam University and head of Iraq's
Oiymiuc committee, was being
•groomed as a possible successor.

Since the summer, not everything
“£fgohe quite according to plan.
With the Geneva peace talks with
'flan stQi.stalled, tub outcome of the
war is looking less like a fa™™ vio

The fact is that the real
constraints on
Iraq's devetbpraent
are not short-term
financial hot
tong-tom structural

toy for Iraq, white the furious inter-
-national reaction to Iraq's use of
chemical weapons a^imrf: the Kurds
baa evidently caught Satftftnw off
guard.

... At home, the President has had to
contend with unexpected ructions
surrounding his son. On October 18,
tJday halted a much-loved bodyguard.
Saddam’s wrath was tenjhte. A rift

.had keen created m the informal fam-
ily of retainers that te the best guar-
antee of the Iraqi regime's security,
and Saddam’s plank for the succession
had been shattered. On November 21,
SaiMant ordered the Mirrister of Jus- .

Hoe to invest^ate the kitting, saying
that it was his constitutional respon-
sibility to enforce justice and that
nbbody could be exempted. Although
TJday has since been released from
jai^ there is no doubt that the inri-

tfenf has been something of an embar-
• raasment

The episode says much about SaA-
dam* He is vain and ruthless but
apparently uncorrupt and, by his own
standards, fair. However, the country
he rates has a bloody history, fts peo-
•pde are split into religious and ethnic
groups whose relations with each
other have been marked by rebellion

hud massacre. The conventional wis-

A grip that strangles reform
.dom of its mm citizens and Western-
ers in the country is flmt Iraq can
only be ruled harshly.
Now that the Gulf War is over, Iraq

is re-emerging asa major Middle East-
on economy. It has the advantages of
great amounts, of oil, two rivers (the
Tigris and Euphrates); awd a much
bigger indigenous population, 13m to
14m, than any of the other Arab Gulf

As In Iran, the talk in Iraq is of
. reconstruction. But hare, too, all is

not going to be plain sailing The
.
problem .tor exporters, aa for the
Iraqis themselves, is that Iraq’s devel*

. opment Is battle to be stultified by tts
politics.

The Immediate enqtfnww in recon-
struction is the rebuilding of the
front-line dty of Basra. Elsewhere,
there is more talk of restarting the
development of the economy ftan of
reamstruetkm in the formal sense. In
the oil industry, the Government has
a series of projects which are consid-
ered to be of immediate strategic

' importance. In other sectors there will
be less emphasis cm infrastructure
than there was in the 1970s, and more
cm productive protects - especially
profitable aims.
There is no doubt that Iraq has tire

o£L to finance this development Its

reserves, officially estimated at lOObn
barrels, may rank second to the world
to Saudi Arabia.
At present, Iraq is exporting 2.4m

barrels a day, but in a year it vritt be
able to export 4m b/d and in three or
four years maybe 7m b/d. It has
already persuaded Opec to give it the
same production quota as Iran -
2L64m b/d. Given its military prestige
and the million men it has under
amts, ft would be out of character if

in fixture it did not try to expand fUa.
This year, Iraq’s revenues from its

own oil production and the oil that
Kuwait and Saudi Arabia give it may
be lUbiL For the foreseeable fiztme,
much money will be continue to be
spent on the army, mainly because it

is unlikely that there wffl. be complete
peace with Iran.

. But the country also baa heavy offi-

cial debts. It owes $35bn to Arab
friends, who may never be repaid, and
S30bn-935bn to OECD and Eastern
Bloc companies and export credit
agendas.
The Finance Afinistry has offered to

repay each of its creditors all that it

owes than, but has warned that if it

does this it will not have money avail-
able to trade with the countries con-
cerned in the foreseeable future.
Other proposals, made to each coun-
txy, are that Iraq should make a small
net repayment while most of its cred-
its are renewed, or that its debt
should remain static, or that it should
be expanded - though it is stressed

If the private sector uses its own
foreign currency held abroad, it may
now run importing businesses. Early
this year, price concrete were lifted on
all goods

None of tins is likely to produce the
economic revolution which the Iraqi
Government wants. Retailers have
reacted in a predictable fashion by
forming cartels to raise prices
The owners of privatised industries

seem likely to extract as much profit

as they can from their companies, and
reinvest little in expansion. Their cau-
tious instincts are reinforced by
loDg-tenn political uncertainty and a
battery of awkward regulations. It is

difficult for anyone who does not
have bis own stock of foreign
exchange to import The Iraqi dinar is

four or five times overvalued. Nobody
may leave the country without

Time to end the

pension holiday
By Alec Chrystal and Gordon Pepper

T he current problems
with the balance of pay-

ments deficit arise by
definition because domestic

Saddam Huaealns brutal rule leaves RtUe room for private business

teat any increment must be medium-
term project-related debt.
The Ministry says that none of its'

creditors have opted for total repay-
ment and that there is great interest

in tiie last two options. But white
Britain has agreed to double (to
£84Qm) the sums it will guarantee for
trade with Iraq in 1968, the Japanese
and Germans (with respectively {Stm
and $3bn outstanding) are intent on
whrinfrjtig debts
The fact is that the real constraints

on Iraq’s development are not
short-term financial but long-term
structural.
The country 1« poorer agriculturally

than it seems. The land around the
Tigris and Euphrates is quite unlike
the intensively cultivated Nile delta .

Much of the land is gating, ft is likely

that the How of the Euphrates will be

profccte in Turkey and Syria'wlatte
more, Iraq lacks the labour to
increase agricultural output greatly.

The Government has been trying to

stimulate other sectors of the econ-
omy, services and industry since last

year by abandoning socialist dogma.
In early 1987, Saddam Hussein formal-
ised a change that had been under-
way for some rime by announcing
that the private sector was to be
encouraged to play a rote in the econ-
omy. The Government felt that pri-

vate I|iiMnw«mipi wfflM run smaller
factories and other enterprises more
efficiently than it could itself, ami jt

needed their resources.

Equally important, Saddam thought
that the development of the private
sector would create a new body with
an interest in the maintenance of his
regime.
Since the new policy was

announced, the state has sold all its

agro-industrial enterprises and many
of the country's small factories^ at
prices which are very attractive to
any war contractor who has money
abroad. Capital from the Golf is wel-
come and in certain cases Western
companies will be allowed to invest.

The Government acknowledges all

these problems but says It has no
choice but to try to exploit the private
sector's resources. What is never said

What Is never said
officially is that the

political system of Iraq
will not allow the
development of
private business

officially is that the political system
of Iraq will not allow the untrammel-
led development of private business.
Saddam’s rule is too brutal. Those

who have challenged the President,
with his extraordinary cult of person-
ality, have been executed. Govern-
ment officials and ministers who are
found guilty of corruption suffer the
same fate. Those charged with corrup-
tion gin the beginning of test year
include the mayor of Baghdad, who
was hanged, and the Minister of
Health, who was (fismisaed in May
along with 22 other Bgnfm- officiate.

He, too, is now reliably reported to be
dead, the second man in the job to
have lost bis life in the test five years.
Even businessmen used to making

long-term investments might hesitate
to commit their capital to industries

in a society such as thin.

Despite recent promises of reform
- including a suggestion that politi-

cal parties other than the ruling
Baath party will be allowed - West-
ern observers see no sign that the
President’s grip is being relaxed.
Iraq’s major problem is that it lades
the type of political system and soci-

ety an which an enterprise culture
and its very able middle class can
flourish.

dnctkHL A sharp deterioration
in the external position has
ariBgp despite the public sector

moving into substantial sur-
plus. Hence, the private sector
must be exhibiting a very sub
statute! financial deficit. Part
of this may be the company
sector borrowing to finance
Investment, bat there is no
doubt that the most troubling
element is the decline In per-

sonal sector net saving. The
economy would be a lot health-

ier in both the short and long
run if savings were to rise.

Against this background it is
remarkable that an important
influence forcing a d»»rfin«» tn

saving is the rates applied by
the Inland Revenue to pension
schemes. Pension and insur-
ance ftmda currently represent
about two-thirds of the net
financial wealth of the per-
sonal sector. Contribution holi-
days have been encouraged by
the 1986 Finance Act which
requires that surpluses in
excess of 5 per cent must be
liquidated within 5 years if tax
penalties are to be avoided.
Many employers are choosing
not to pay contributions for a
year or so, after which time
full contributions (in some
cases of the order of 25 pear cent
of income when employer and
employee contributions are
combined) will be restored.
Surpluses have occurred
because dividends on ordinary
shares have risen, real Interest
rates have been higher in the
last decade than before, and

i
schemes have gained from
employee turnover or redun-
dancy.
We consider that these holi-

days are Inappropriate, both
from the perspective of the
prudent management of pen-
sion funds and from the per^

spective of medium torn goals
of macroeconomic policy.

The 1986 Finance Act per-
mits reserves only to cover
benefit Babfltty in respect of
past service. No provision is

allowed stall for future service
benefits. Clearly, funds should
be permitted to build up some
margin of reserve against
expected future liabilities
rather than being forced to

cover merely their accumu-
lated existing obligations.

We would urge the Govern-
ment to give consideration to

some or att of the following

• Pension holidays should be
catted off from the earliest pos-

sible date, while a study of the

appropriate pension fund tar-

gets and tax treatment is insti-

tuted. We would expect a
review to recommend most of
the following suggestions.

• Actuarial calculations of
“surpluses" should include
future service benefit in so for

as costs of accruing benefits

rise with age of the member.

• The period over which sur-

pluses must be eliminated
should be extended to, say, 20
years.

• Refunds from pension funds
to the employing company
should be prohibited. The
money was originally paid in
lieu of wages and should be
treated as the property of the
employee. Accordingly, indi-

vidual rights to pension equity
should be strengthened, espe-
cially where job changes or
redundancy are involved.

• Contribution holidays
should be abolished or severely
restricted. The annual level
should not be lower than that

needed on average over some
long time period, as certified
by the actuary to the scheme.
It makes no sense to have
erratic payments; a “moving-
average” adjustment would be
for more sensible.

Recent tentative survey evi-

dence reported in the financial
Times suggests that around 40
per cent cf employers and 10
per cent of employees are
enjoying a pension holiday.
(The asymmetry here raises
questions in itself.) If this is
correct, contributions are
being reduced by about £4bn or
one percentage point of the
savings ratio. A shift of £4bn In

fiscal stance would be regarded
as significant. Hence we
believe that these simple pro-
posals could make a real con-
tribution in the present macro-
economic environment
The authors are professors at
the Citp University Business
School, London

Letters
No paradox at all The cost of BSC’s success

From Mr Martin Spence.
-,SSx, Samuel Brfttan writes:

- - “The greatest paradox of
Thatcherism, and to some
extent Reagantem, is the con-
trast between their economic
individualism and their author-
itarianism in other areas.”
(December D-
This is only a paradox If

riftnricnnmjtr 'frrmyMiiplwm,t ^atyj
ya0MTtoniimfarh" ar<> bwbM. ~

ered in fhe.abstract In the real
wUrid there, is no. paradox at
att'’-:" vjr •'

-Mrs Thatcher and her sup-
porters have always known
that the. pursuit of "economic
ffgfiyMiranapi” means d^fbeav
at^y crippling or destroying a

.

whole set of socialand political
institutions which are basedon
principles of collectivism and
public service — Institutions
such as free trade unions,

,
elected local authorities or our
whale tradition of puhHc ser-
vice broadcasting.

Her' authorifaTiairinqi js not
some aberration or “paradox”
to be resolved, ft is port and
parcel of her project - a proj-
ect which, as Mr Bxittan also
points out, has never been
endorsed by the majority of the
British people.
Martin Spence,
31 Barrison Place,

Newcastle upon Tyne.

From BfrDaoeStoddarL
Sir, Mr Christopher Beau-

man's letter (November 29)
attributes the tumround in the
British Steel Corporation's for-

tunes entirely to the board and
management of BSC. But Ida
paean of praise foils to make
even a passing reference to the
contribution and sacrifices of
the workforce. Productivity,
measured as output per
worker, has doubled since 1980,
but a very high price has been
paid for this achievement.
Over the same period the

workforce was cut from 14QJW0
toayJOG. This has had a devas-
tating impact on the steel com-
munities, where unemploy-

ment remains over 15 per cent
Such costs are conveniently!
omitted in the calculation of
British Steel’s much publicised
profit figures, and will con-
tinue to be borne by the tax-

payer long after BSC is priva-
tised.

Mr Beauman also fails to
draw the logical conclusion
that public sector industry can
be competitive, and that this
Government’s obsession with
privatisation is based on ideo-

j

logical rather than economic I

foundations. 1

DaveStoddart,
J

MSF (ManufacturingISci- ,

encelFmance Union), I

79 Camden Road, NW1
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KTelepoint competition should be fair
SJBerwin&Co

SOLICITOUS
DMB&B
DiucfMiihh Benton& Bowles

ADVERTISINGA MANURING

#
PriceWkterhouse

PromMs Carolyn Bagman. ,

; Sir. Ytmr leader cm the tele-

point, licences (November 28)
suggests that competition
wotM be maximised by issuing

.four licences >- including one
ibr British Tefecam CBT) - and
uses the. analogy of cellular

- telephony to support the argu-
- ment that BT would not neces-

sarily end up in a dominant
position.
Why then are the other 10

-‘licence applicants (including
-- the- one in which we are a

’. Shareholder) united in their,

opposition to Oftel granting a
- licence to BT? Z suggest it is

:. because Che analogy with the

.
epilnlurwuntet is, la foct, IttiS-

.. leading.

In that case both BTfSecurir
cor wTid Racal/MflHcom h»j to
build completely new networks
from scratch, and Bacal could
get interconnection services
from Mercury, which was not a
player. This provided a reason-
ably level playing field.

. With tetepoSnt, however, BT
lias a head start.' because it

win already operate in about
500,000 sites, including both*
rmblic «tm1 private navphones.
It is inconceivable that the
ability to share or switch these
rites with the new telepoint
service win not provide sub-
stantial benefits.

Moreover, if BT rets a
licence ft seems probable that
Mercury will, too. This will

leave other players Of there are
any) with no option but to go
to a direct competitor for the
imp connection without which
the base station licence is use-
less. For example, if three net-

work operators att wish to put
base stations in Heathrow Air-

port, is it fonrifol to imagine
that those belonging to BT and
Mercury will be connected and
operational some time before
the third operator’s?

Tour leaner writer expresses
grfflrt faith in the ability of the
current regulatory apparatus
to ensure fair competition fisc

all players - a view shared by
very tew with experience of
competing with BT in core ser-

vices.

Politics v. business in South Africa

fromjfr Chris Jane?.
Sir, Mr Gerry Pocock, Inter-

national secretary of the Com-
munist Party of Cheat Britain.

ber 25) when he sarcastically

- questions how "apartheid man*

ages to survive at att" when
powerful business interests -

as reflected in “The Voice of

South Africa Business" adver-

tisements in the FT — are

against it.

. The SA nationalist move-

ment has been slugging it out

with SA business at least since

1922, when Nationalists and
rvtwHfiimiris united to fJPP®*®

the mining industry’s plan to

issue blasting certificates to

Marie miners.

Some 30 years were to pass

before the SA Communist

Party embraced the cause of
black emancipation- By that

time the Nationalists were into

their current 40-year reign, and
the Communists were heading

SA nationalism, like the

tern before 1945, has an ideolog-

ical dislike of international

capitalism. To imply, as Mr
pocock does, that SA business

is pro-Natlonalist and pro-

apartheid because it Is anti-

sanctions is misleading.

My own view is that sanc-

tions will achieve nothing

more, and that the interna-

tional community must look to

other strategies. Contrary to

the popular myth, SA Is not a
fabulously rich country: its

gross domestic product per

capita is comparable to Cuba's
or Algeria's; and falling. Who-
evec rules SA in the future will

fare serious problems of under-
development, which in tom
wffl threaten the development
of a more just political system.
A key factor In the defeat of

nationalist extremism In
Europe after 1945 was the
rebuilding of shattered econo-
mies through MarahflU aid.
South Africa ami the related
economies of the front-line

states are in need of similar

help. The international com-
munity should address this
problem now.

Chris Jones,

20 Wilberforce Road,
Sand&tie,
Folkestone, KenL

Would it not make sense,
therefore, for Oftel to issue
three licences now, and hold
one in reserve which could be
granted to BT, if the original

three either foil to create a
market, or create a market
insufficiently competitive?
(Clearly, as a prospective par-

,

ttdpant, we believe this situa-

tion will not arise.)

In this way, alternative oper-

ators will be given a chance to
flourish in a fair marketplace,
but the undoubted strength of
BT can be mobilised if neces-

sary.

Carolyn Hayman,
Korda & Co,
Charterhouse Walk,
78-80 St John Street. ECl

Clockwatching

From Ms Christina Speight

Sir, Mr P.P. Montgomery
(Letters, November 25) wants

the whole UK population to get

up in the dark for much of the

year so that be ran do business

more easily with Europe.

In tfrfc company, which deals

internationally, we adjust our

woikii® hours accordingly and

rarely stop toe lunch. In addi-

tion, ifwe are to put our clocks

forward an hour we shall have

one hour less to (teal with New
York »nd will stop work before

California has started.

This hardly seems a recipe

for business efficiency. The
Americans rero ran an econ-

omy with three time sones.

Christina Speight,

Company Watch,
44 Aylmer Road, WIZ

HILL SAMUEL
MERCHANT BANKERS

National
Westminster
Bank

Awareness and generalities are not enough. The GB1 INITIATIVE 1992 is the only complete resource

addressing in detail key issues relevant to the single market. It brings together the unrivalled

European experience of the CBI and ten leading companies to present...

• In your region, ten detailed seminars on which to build your strategy for the single market

• Ten authoritative reference books that deal with specifics, not generalities

• Eurolink - a unique telephone enquiry and information service

7lH topics Hbidi toeomfbAs
sarafan or.

Act now. Telephone 01-836 1092
The seminars begin in January
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Janet Bush in Boca
Raton, Florida

Taxing time
for the

Angola peace setback as

Castro attacks Pretoria
market men

By Anthony Robinson in Johannesburg

Aa the Securities Industry
Association met last week for

its annual convention here, the
weather seemed to be cm the
side of liberal scepticism and
out to undermine the ideologi-
cal right

Torrential rain throughout
the first day ensured a full

house for the keynote speaker,

Tom Wolfe, author of Bonfire
of the Vanities which described
the money fever which swept
New York in the 1980s and
which dubbed bond salesmen
Masters of the Universe with
some little irony.

The rain continued through
the second day when conventi-
oneers heard speeches by,
among others, Marty Zweig,
the whizz forecaster, who said

it was ridiculous anyone trying
to predict where the Dow was
headed, and Jo Plumeri of
Shearson Lehman Hutton, a
master salesman who cheered
everybody up by being positive

about retail investing:

On the third day, the sun
came out just in time for the
closing speech by the Honour-
able Robert Bork, the judge
most famous for being turned
down by Congress for the
Supreme Court because they
said he was too for to the right
Few could resist the tempta-
tion of the golf course.

It is Hiffimlt to judge what
the presence ofWolfe and Boric

at the same event can possibly
say about the character of the
securities industry nowadays.
Perhaps it means the industry
nan laugh at itself and take
itself very seriously at the
same Htwa

. which Is true. Or
maybe it was just an attempt
to distract brokers, dealers and
syndicate managers from these
glum days in thnh- business.

It is just over a year since
die stock market crash and a
certain sobriety has replaced
riie fear of last year’s conven-
tion. The many companies
which have not entered the

j

spectacular world of leveraged
j

buy-outs (LBOs) and mergers
;

and acquisitions believe there
is little ahead apart from a pro-
longed period of low commis-
sions, extreme investor caution
and the daily grind of simply
trying to make a living and
serve their customers.

PROSPECTS for a negotiated

end to the Angolan war and for

Namibian independence wors-

ened yesterday as Angola and
President Fidel Castro of Cuba
denounced South Africa for its

"arrogant and disrespectful
walk-out” from the latest

round of US-brokered peace
talks in Brazzaville.

Mr Castro also threatened to

keep Cuban troops in Angola
for another decade if neces-
sary.
The South African delega-

tion was led by Mr PIk Botha,
Foreign Minister, and Gen
Magnus Mnlaw Defence Minis-
ter. They had flown to the Con-
golese capital on Friday to
reinforce the technical negotia-

ting team led by Mr Nefi. van
Heerden, Director-General of
Foreign Affairs.

After two days, they broke
off the talks and ordered the
entire delegation back to Pre-

toria in the early hours of yes-
terday morning for consulta-
tions with President
P.W.Botha and the rest of the
cabinet.

Foreign Minister PIk Botha
insisted yesterday that the
peace process was irreversible
and that talks to sign a proto-
col could resume this week. He
appeared to be optimistic in
interviews reported by the
independent South African
Press Association (Sapa) and
the government-run Radio
South Africa.
"The process is Irreversnfle,

1*

he said. "We continue to prog-
ress step-by-step.” The radio
report quoted him as saying
the talks "could be resumed
within a few days” and a proto-
col signing was "still a possftril-

-I**-,/

* -o

South Africa is reasonably
satisfied with arrangements for
the first seven-month period
during which crack Cuban
divisions now deployed in
southern Angola will be drawn

- ** -

southern Angola will be drawn
back north of the 13th parallel.
This withdrawal to positions
north of the Benguela railway
will be monitored by a special
UN team working with Angola
and Cuba.

President Castro: threat to
keep troops for a decade

The problem arises over
monitoring troop withdrawals
from the northern part of the
country over the subsequent
20-month period. Pretoria is

not demanding physical partic-
ipation in any monitoring team
but it does demand a mecha-
nism for verification and the
checking of any suspicious
developments.

tty." The cabinet needed to
take some time in assessing
the situation, Sapa quoted the
minister as saying:

Senior South African offi-

cials on the return flight to
Pretoria said no time or place
had been agreed, however, for
a subsequent meeting or for
signature of the protocol on a
timetable for the withdrawal of
50,000 Cuban troops and imple-
mentation of UN resolution 435
for Namibian inripppnripnt-p

Angola, Cuba and South
Africa signnd an outline agree-
ment in Geneva on November
15. The formal protocol was
due to be signed by all the par-
ties at Brazzaville.
The main sticking paint Is

South Africa’s insistence on
“acceptable” verification of all

stages of the Cuban troop with-
drawal, which is due to be
phased over 27 months.

According to the South Afri-
can side, neither Angola nor
Cuba is willing to accept this
demand. Mr Castro has pub-
licity rejected any role for
South Africa in the verification
process.

It remained uncertain yester-
day how for the Soviet Union
was prepared to support the
Cuban stance.

Shortly after returning to
Brazzaville from Kinshasa,
where he had talks with Presi-
dent Mobutu Sese Seko of
Zaire, Foreign Minister Pik
Botha held two hours of infor-
mal talks with Mr Anatoli
Adamishin, a Soviet Deputy
Minister of foreign affairs.

The meeting marked the
first direct talks between
senior Soviet and South Afri-
can officials since peace negoti-
ations began in London.

Japanese businesses advised to

win Europe’s hearts and minds
ByGuy de JonquUres, international Business Editor, in London

For many in this industry,

the fixture seems to rest on
events out of its control It is a
little strange attending the
Boca convention these days.
There is an odd sense of isola-

tion from the main event. In 1

1987 that event was the merger i

of Shearson Lehman and
E.F.Hutton, two giants of Wall
Street This year, it was the
wait for criminal indictments
or for a settlement In the
Drexel Burnham Lambert case
and the apparent conclusion of
the sale of the century as the
board of R.J.R.Nabisco deliv-

ered itself into the hands of
Kofalberg Kravis Roberts.
Talk at the convention was

dominated by questions for the
most part swept under the rug
during the election campaign.
This collective amnesia had
allowed a semblance of stabil-

ity to settle in on Wall Street
and in the regions but that has
now dissipated. The gloom of

low volume has given way to a
'sense of impending doom.

Yes, there were old chest-

nuts like market volatility,

banking deregulation, the per-

ils of institutional basket trad-

ing and the need to strengthen
market systems. And there
were some new chestnuts,
notably LBOs and the moon-
tain of debt they involve.
But dominating all was the i

budget deficit - a huge storm
,

cloud which hung heavy over
the cocktail party chatter.

Although faintly embarrassed
revellers at the last night party
gamely joined in with the cho-

rus of "Celebrate good times

c’monT, it all seemed a bit like

the flrirtte while Rome burns.

There was a sense that the

old rules of the game have
been superseded by something
larger and more frightening,

whether that be the threat of

international competition from
overseas institutions untram-
melled by Glass-Steagall or
whether that be recession.

There was some conception

(once you got passed the nor-

mal bravado) that simple profit

may have to give way to a
notion of the greater good.

Many in Boca not only said

they thought higher taxes were
inevitable but that the indus-

try would support a Bush ini-

tiative to raise revenues in

order to cut the deficit.

If Boesky was the bogey man
of the 1936 convention and pro-

gramme trading the nightmare

of 1987, then 1988 was domi-

nated by one awful thought
higher taxes.

Tom Wolfe provides a simple

solution which appeared to
attract considerable support at

Boca: the US should go public

and then hope for someone to
launcha takeover bid: after all

eveyone out ahead in a
takeover, don't they?

LEADING Japanese companies
are being advised not to set out
aggressively to conquer the
European Community's
planned single market, but to
concentrate instead on win-
ning European hearts and
minds.
The recommendations are

made in a report for 20 of
Japan’s biggest electronics
manufacturers on how to pre-
pare for 1992. The report is by
Cores, a Japanese-owned con-
sultancy which specialises in

advising companies on how to
penetrate foreign markets.

It emphasises that a top pri-

ority for Japanese companies
operating in Europe should be
to combat protectionism. It

warns that they could aggra-
vate political hostility if they
over-react to 1992 by competing
too fiercely against local com-
panies.

It says Europe is weak in
several electronics sectors,
notably components and office
and factory automation, and
that leading electronics compa-
nies such as Philips, Thomson
and Olivetti are urgently
restructuring themselves in an
effort to stay competitive.
"Much depends on the suc-

cess of these companies in the
internal market If their sur-
vival is threatened, the EC will

move to a protectionist policy.

It is too early to say whether
their restructuring will be
effective.”

The report says only “genu-
ine insiders” will enjoy
long-term success in the stogie

market and that much produc-
tion, research and develop-
ment, design and strategic

decision-making will eventu-
ally have to be done in Europe.
Japanese companies should

aim to gain a say in EC deci-

sions on 1992. They should
combat trade restrictions and
win influence with European
dedsion-makera by mounting a
lobbying and public relations

campaign, from inside the EC.
"Japanese companies need to

create positive public accep-
tance by European public opin-
ion, especially as they start to
fight more actively EC trade
regulation measures,” the
report says.

It advises Japanese compa-
nies in Europe to:

•Join every local industry
association and engage profes-

sional lobbying and public rela-

tions companies to promote
their interests and images.

•"Appoint local political-es-

tablishment figure as non-exec-
utive chairman of national
company to open doors far lob-

bying of national officials and

politicians.”

•Set up an EC-wide intelli-

gence gathering network and
appoint European legal and
financial experts to monitor
single market developments.
•Gradually replace Japanese
executives in Europe with
locally-recruited managers:
For political reasons, Japa-

nese companies should con-
sider scattering their European
investments across several
countries, rather than central-

ise them in one location, the
report suggests.

It says other EC countries
have criticised Britain for
accepting too much Japanese
investment By dispersing then-
operations, companies could
forestall protectionism.
The report does not believe

EC leaders want to build a
“Fortress Europe” hut says'
there are strong protectionist
forces in industry, in the Euro-
pean Parliament, at lower lev-

els of the European Commis-
sion and in some national
governments.
The threat of anti-dumping

against .Japanese compa-
nies could grow after 1992, the
report says.
* European Community 1992;
Cores Europe, 7 Old Park Lane,
London W.L Tel 01-409 3535.

£3,500.

Sombre start to trade talks
By Peter Montagnon and WUUam Dullforce in Montreal

TRADE MINISTERS from some
100 countries start their
attempt to accelerate the pace
of the Uruguay round of trade
liberalisation In Montreal
today in sombre mood, follow-
ing the failure in the past two
days of informal discussions to

break the impasse between the
US and the European Commu-
nity over agriculture.
Both sides appeared to be

paving the way for possible
failure In their talks this week.
The US said it was prepared to

leave Montreal without any
agreement on agriculture
rather than paper over the
cracks.
"No deal is better than a bad

deal.” said Mr Alan Holmer,
Deputy US Trade Representa-
tive.

Mr Willy de Clercq, EC
Trade Commissioner said. “We
are still disappointed by the US
attitude” but, he added, the
Uruguay talks would continue
whatever happened in Mon-
treal
The deadlock over Europe’s

rejection of US demands for a
long-term elimination of all
trade-distorting farm subsidies
dominated bilateral meetings
over the weekend.
Mr de Clercq said a lack of

consensus on agriculture in
Montreal was “likely to block
all the other discussions.
“However, with the neces-

sary political will there is still

a possibility to get an agree-
ment”
Mr Holmer said the main

trading powers were keen to

press on with talks but US offi-

cials said Mr Richard Lyng, US
Agriculture Secretary, due to
arrive in Montreal late last
night was unlikely to bring
any change in the US position.
The form issue was further

complicated when some of the
22 EC states reacted strongly
to the final report to the trade
ministers by Mr Aart de
Zeeuw, the Dutchman who has
chaired the farm negotiations
for the past two years.

The report, formulated after
last-minute efforts by senior
officials in Geneva last week to
reconcile the US and EC posi-
tions, said ministers should
decide in Montreal on the ulti-

mate goal, thus putting the
option of an end to subsidies
unequivocally on the table.

Soviets plan
big rise

in direct

foreign

trading
By Quentin Peel in

Moscow
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Soviet troops tighten grip
Continued from Page l

ltw ipv|mm i

sent by Moscow earlier to
report on the troubles would
recommend an easing of Azer-
baijani control over Nagorno-
Karabakh. It was unclear
whether the new commission
will supersede the earlier one.
Armenian nationalists were

expected to discuss the latest

Kremlin stance at a mass meet-
ing yesterday in the holy city

of Echmiadzin. 19 miles from
Yerevan, which the authorities

authorized.
The refugee problem Is now

becoming acute. It is estimated

that as many as 80,000 mem-,
bers of each community are
fleeing from one republic to
the other to avoid attacks. The
armed forces face a major prob-
lem trying to stop the columns
of refugees meeting each other
on the road and clashing.
No more deaths have been

officially reported since the
total of 28 over the past two
weeks published four days ago.
However, a pro-Azeri group in
Ankara, the Turkish capital
said that at least 75 Azeris had
been killed

LL.X COLUMN -

Asset values in

the balance

A RADICAL extension of the
numbs- of Soviet enterprises,
including co-operatives and
joint ventures, allowed to
import and export directly on
their own account, has been
approved by the rating Soviet
Commuctst Party Politburo.
The new rules mean that

any enterprise whose products
“are capable of competing on
foreign markets” will be
allowed to conduct its own
importing and exporting, with-
out having to pass thmngti the
bureacracy of a Soviet Minis-
try.

The move is an important
new effort to boost the Soviet
external trade sector, by
removing bureaucratic con-
trol However it will stillmean
that Soviet enterprises have to
earn whatever foreign cur-
rency they hope to spend.
The Politburo has also

promised new measures to
boost joint ventures with for-
eign enterprises - almost cer-

tainly meaning a long-mooted
relaxation in the limits on for-

eign ownership and control of
such ventures. The expectation
is that foreign partners would
be allowed to own up to 80 per

,

cent, instead of the current
limit of 49 per cent

“It is envisaged to broaden
,

the rights of baric economic
j

units in the sphere of foreign
economic relations,” the state-

j

pimt said, "implying all I

state enterprises, plants,
organisations, production co-
operatives and other social
organisations, the products of
which are capable of compet-
ing on foreign markets, can
conduct import-export
operations on the principles of
foreign currency self-support-

ing and self-financing.”

The decision - confirming a
proposal by the Soviet Council
of Ministers - greatly extends
the current state of trade liber-

alisation, which allows some
200 Soviet ministries and
enterprises to conduct their
own trade ties.

When liberalisation was
first Introduced, in 1987, 28
ministries and 80 state enter-

prises were allowed to trade
on their own account In Janu-
ary this year, the Ministry ot
Foreign Trade, which bad tra-

ditionally controlled 90 per
cent erf Soviet trade turnover,
was disbanded.
The requirement for enter-

prises to provide their own
foreign currency still puts a
very real restriction on rapid
growth of the sector, however.
The Soviet export potential far
manufactured goods remains
very limited, with quality
standards generally poor, and
Soviet enterprises will only be
able to import as much as they
can pay for with their own
exports.
Another potential problem

is that individual Soviet enter-
prises no longer enjoy any
state guarantee of foreign
exchange cover whim import-
ing, thus presenting the for-

eign supplier with a risk of
non-payment.

“It is further envisaged to
take extra measures to guar-
antee more favourable condi-
tions for the establishment
and activities of joint ventures
organised an the territory of
the USSR,” the Politburo state-
ment said.

In spite of enormous Soviet
enthusiasm for the idea, poten-
tial foreign partners have
shown caution about being
dragged into a permanent rela-
tionship with a Soviet state
enterprise in this way.
The major complaint of

potential partners has not
been the restriction on owner-
ship, but rather the ramtinning
problems over guaranteed
remittance of profits in foreign
currency and in ensuring reli-
able supplies of raw materials
from Soviet sources.
• The Politburo also

announced its approval of a
Soviet government proposal to
sell state flats to Soviet citi-

zens to help finance a major
housebuilding programme.
The plan would cover fiats in
state housing quarters and
unoccupied flats in houses
tmtiergamg renovation.

Amid the tug-of-war going on
over the future of the British

balance sheet, two questions
present themselves: whether
the balance sheet is going to
survive as a serious source of
financial information, and
whether it deserves to. There is

no question that it is in terri-

ble shape. On the asset side,

inflation ha$ ruined the valua-
tion of tangibles, and merger
mania hag maria th« ahaanna of
intangibles grossly misleading;
on the other side, shareholders'
funds are systematically under-
stated, and debt is frequently
misrepresented by off-balance
sheet jiggery-pokery.

But the financial markets, it

appears, still care about bal-

ance sheet ratios, as can be
deduced from recent efforts by
companies to restate their pub-
lished numbers in a more
favourable light The two main
approaches might be termed
the RHM method, which seeks
to place an asset value on
brands, and the Saatchi
method, which - as copied
last wedk . by wanram - con-
sists Of inriuriing all previously
purchased goodwill for the pur-
pose of calculating borrowing
limits. The figure thus derived
may not be included an the
official balance sheet, but it

still series to express debt' in
terms of asset values rather
than earnings or cash flow. As
to balance sheet ratios, those
who find Saatchi’s borrowings
unnerving in relation to share-
holders’ funds of £65m can
have their attention directed to
the alternative version at the
back of the book, showing
shareholders’ funds of over
filbn.

Smaller companies
In dollar terms

215

1FT-A World index
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is genuine demand for the
information from users and
producers of accounts. The fact

that companies are apparently
queuing up to follow the exam-
ple of both RHM and Saatchi

plainly implies that there is.

The danger is that while the

profession dawdles, the various

ad hoc approaches become an
inextricable part of companies'
financial history. In other
words, the UK balance sheet

risks not death, but fragmenta-

tion; every man his own rules,

and no-one to hold the ring.

1986 1987 1988
SawoK County NaaWlwt WoodMao

and these are now in the books
at current values - assets are

only worth the income they
produce; and indeed, there is

something Inherently odd
about the RHM notion of deriv-

ing an asset value for a brand
by putting a multiple on its

earnings, and treating the
result as if it were fresh infor-

mation. On this argument, the
decay of the balance sheet is

not merely the effect of infla-

tion. merger accounting and so
forth. It would have happened
anyway, as the result of the
bleak realisation that cash flow
is all that matters, and that all

things must be measured in

terms of their cash potential

But the question remains of
whether the market is right to

care twopence these days
about such ratios as balance
sheet gearing and return on
equity, rather than interest
cover and return on sales.

Indeed, those last two ratios

being derived from the profit

and loss account, perhaps they
ought to be junked as well; the
decay in tangible asset values,

for instance, means that the
depredation charge is merely
an arbitrary proportion of a
random number, thereby dis-

torting tire profit figure. This
leads us to the extreme posi-

tion of the US investment
banks, for whom the chief cri-

terion for tending - and, ulti-

mately, for portfolio invest-
ment as well - is cash flow.

At this point, the fundamen-
tal analyst starts to twitch
slightly. The investment busi-

ness is nothing if not fashion-
conscious, and all this has a
modish feel to it. From the
viewpoint of long-term invest-

ment; the snag about cash flow
is that it fluctuates wildly,
whereas asset values are more
stable. Again, the trouble
about letting the balance sheet
go hang is that it has the effect

of withholding information
from the shareholder. Rather
than companies hiding their
charms and then revealing
them with a flourish when a
bid comes along, the idea
surely is to have a fully-edu-

cated market price in the first

place.

There is no reason, after afi,

why the criteria of the investor
and the banker should not con-
verge. Ten years ago, UKcom-
panies did not even produce
cash flow statements, and
bankers, like investors, looked
to asset backing. But land and
buildings perhaps excepted -

The problem is one of agreed
methodology. The UK account-
ing profession is belatedly
moving to tackle off-balance
sheet financing, but has made
no contribution at all to the
valuation of intangibles;
indeed, some of the committees
set up to look at the subject
have reportedly yet to meet
Land and buildings can be
revalued because the method-
ology has been agreed between
accountants and surveyors; but
there Is no such system for
valuing brands, and it would,
be up to the accounting prafes-

'

sion to provide one.
Provided, that is, that there

Small companies
What is true of the main

Anglo-Saxon markets is often

enough completely untrue of

the rest of the world. But when
it comes to the habits of small
ynmpnnieft — specifically, theit

persistent tendency to beat

their larger rivals in terms of

market performance — the
phenomenon seems to be uni-

versal
For years investors have had

a sneaking suspicion that there

were disproportionate amounts
of money to be made from
smaller companies globally,

and not just in the US and UK.
Recent research from County
NatWest WoodMac and Mor-
gan Grenfell Investment Ser-

vices shows that they were
right, and in a big way. Their
global smaller companies index
has outperformed the FT-A
World Index in dollars by
nearly 11 per cent since the
end of 1985. The catch is that

data from before then do not
exist, and extrapolating a line

which is only three years long

is a dangerous business.

In the UK, where Hoare Gov-
etfs smaller companies index
goes back 33 years, the weight
of probability seems to favour
continued outperformance:
small companies have bettered

the All-Share in 27 of those
years, generally beating the
market in times of recession as
well as strong growth. But
generalising from the UK expe-
rience may also be dangerous.
In 1986, for example, the
County index underperformed
the World index, largely
because of the poor perfor-
mance of Japanese companies;
during the same period UK
companies continued to beat
the market And while County
argues that half the global out-

performance can be explained
by the coincidental concentra-
tion of smaller companies in
industries that have done well
recently, this is not true of the
UK
Nobody really knows why

small companies outperform;
but they have done so in so
many countries, and over such
long periods, that it must be an
odds-on bet they will continue
to do so.

To Navigate
in the Rough Waters of
International Financing,

Rely on Tokai Bank
The seas of international finance can get quite stormy.

That's why you need an experienced navigator to determine

the proper course for your financing and investments. With •

over 100 years of experience. 47 overseas offices, more than

1100 correspondent banks, and total assets of US$222 billion,

Tbkai Bank is in a position to take command.
We don’t rely on dead reckoning. As one of Japan's

leading banks, our global information network provides

a diverse range of accurate, up-to-the-minute banking

services, innovative financial techniques, and an expert

knowledge of the Japanese market To make sure you steer

the right course in international financing, come aboard
with Tokai Bank.
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INSIDE

Putting up with a
eurobond headache
*5? oonwerflWo, puttabte eurobonds
whfch UK companies Issued with abandon In™ bull market days of 1987 are proving soma-Wng of a headache in the current bearish con>
ditfona —

. as retailer Next has learned the hard
way. Its prams will be rtgoffieantly lower this
year, partly,due to the cost of paying Interest
on eurobonds that Investors have decided not
to convert to stock. Page 22 ....

,

Lfaq*» fang and wlndhty row! .

It has been a long and
winding road for Phtttp
Ung (left): 1970a whiz- '

kid In the service of Oli-
ver Jesset; leader of
what, hi 1985, was the
largest ever UK man-
agement buy-out; archi-
tect of an unprecedented
— and spectacularly -

unsuccessful - man-,
agcunent buy-ln bid for
Simon Engineering. Ling
has now assembled a

management team erf long-time colleagues,
bought engineering companies which have had
as many corporate homes as he has, and cre-
ated at Hadon MacLellan Holdings a mini-con-
glomerate to watch. And ha-s still only 42.
Page 28

•

United! keys in to global market
Unitech, one of the leading UK distributors of
electronic components, now has global ambl-
tions.tt wants to switch away fromdistrtbutkm
and concentrate on manufacturing, creating a
multinational group spread equally in Europe,
the US and Japan. At the end of the process. It

will hardly be recognisable as the same com-
pany. Hugo Dixon reports. Page 27

The sword that concentrates
the executive mind

Are hostile takeovers a
force tor good or bad?
According to some ana-
lysts, at (east half of suc-
cessful bids prove to be
failures. Yet there is evi-

dence that the threat of
a bkl can improve cor-
porate performance. So
hostile takeovers might
aeem most effective as a
Dtunodean sword which
never falls. Guy do Jon-
qoteres examines the
evidence. Page 44

.
.

.

Market Statistics

BaBafcndhfljates--

Eunmaitat tunxivqr

«
8

FQfrioa bu^rbbs • • <8
Lmdonracont isms

: .
' 4»

London state sonma JMB
TfwBtonal opttoot »

Money naksto * 4L
tieeHtbmaissum 8.
-MttToigwtJcpdlnrtK as
iiSmotyjamkei mat. 8
US bood pdCBSlyWdo - 8
Untmws . 1447
Woridsbdnnktintas 41

: cr-5^-
Companies In this section

i:K“- Bank of Nova Scotia 24 Lombard Oder 27
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Next kisses goodbye to the

glamour stock image
Maggie Urry on the British retailer’s problems

T he British Press and the
City of London relish

creating legends and
then knocking them

down .again, as Mr George
Davies, rtmtrfpjfp of the retailing

group Neat, is finding to his cost
At the end of last week he waa

dubbed “the one-time retailing
superstar," thus joining a length-

tteTwho*tereMaa framgrace^
Yet tor the past tom years he

has been one of the most charis-

matic ami successful figures in
the sector, transforming the
dowdy J Hepworth menswear
chain with into an innovative
and design-conscious group with
interests spanning men’s and
women's fashion, jewellery, ftuni-
ture and mall order.
Hia nffp^KA was to tail share-

holders on Thursday that this

year's profits would be “signifi-

cantly” lower than last year's
£92.4m pre-tax, and there would
only be modest growth next year.
Analysts are now looking for
£70m pre-tax In the year to end
January.

Its the kind of story that sells

newspapers - working class boy
makes good, gains wealth and
femp ami then loses it all aeain.

But Mr Davies is determined that
fids will not be the end of bhn.
Tm not a fallen star," he says,

*Tm still confident l will be
there,” he adds, looking tired, but
not downcast.
Nevertheless, the setback

raises a major question: to what
extent is Next simply a victim of
the current competitive retailing

dfanate, winning gloom all along
the High Street, or has it expan-
ded too rapidly far its own good,
notably with the £325zn acquisi-

tion of Combined English Stores

last year?
Mr DavieB was quick on Thurs-

day to blame outside problems
tor the expected shortfall in this

year’s profits. The sale of two sig-

nificant businesses just before
Christmas means that most
profitable period Is lost to Next
The postal strike in September
hit the mail order business.
Those twodifficnltes will cost the
group up to £2Qm in lost profits,

.Mr Danes reckons. But these is

-more. ia-Nexfs difficulties than
tfris-

. - .Take, for example, home sbop-
-ping; which Next entered with its

acquisition of the mail order
group Grattan. Last January ft

set abort breaking the mail order
mould with the launch of the
Next Directory, a glitzy catalogue
backed by a novel local distribu-

tion system tor ordered goods.
The postal strike apart, Mr

Davies admits that the Next
Directory would not have
reached Ids best hopes anyway.
There was a learning curve to

ascend. Much of what works in
Grattan, a traditional homeahop-
ping business, could not be trans-

More glamorous times; George Davies and models at the
January lunch of the Next Directory.

laded to the more up-market cus-

tomers of the Directory.

Next is now refining the Direc-

tory system and in the next sea-

son there should be significant

cost savings, without any major
change in what the customers

On the high street, the core
profits centre of the group. Next
is perhaps a victim of its ambi-
tious gxpamirirm- There are now
Nexts in every high street - and
some argue too many of them.
But Mr Davies is sure that “the
Next formula is still bloody
string.”
By segmenting the market and

taigkting different chains at dif-

ferent groups, he believes. Next
can continue to expand. Mr
Davies is still expecting this
year’s percentage profits growth
from the core businesses to be in

high teens at least.

Next's success has attracted
copies. And although- total UKT
clothing sales are still rising, the
numbers of shops serving the
market has risen even faster,

especially in women's fashions .

fTLrfbmg has become fixe subject

of intense competition mid price

cutting. Next has not followed,

but it cannot avoid suffering
from the actions of others.

Analysts now generally agree
th»t Next also overextended itself

with the purchase of Combined
English Stores, comprising a
number of different chains, each
of which needed management
time to control. Mr Davies
admits, “the lesson I’ve learnt
this year is you must stick to the
markets you know.” Converting
some CES stores to Next formats
was beginning to cost a lot of

money: by fete September Ntext’s

gearing had risen to 125 per cent
In the last couple of months

Next has sold four of the CES
businesses, Zales, a jewellery
chain, Salisbury*, a handbag, lug-

gage and costume jewellery busi-

ness, Ahern, a chemist, and Euro-
camp, a holiday company. These
have- raised £220£m but have not
come in time to stop a sharp rise

In the interest charge this year.

Does Mr Davies regret buying
CES? “Funnily enough, no I

don’t,” he replies. He argues that

Next Is left with two good busi-

nesses - Biba, a West German
retail rfmfn which Mr Davies sees

as his route Into Europe, and
Mercado, a well-managed, profit-

able, carpet business - plus
around 360,000 sq ft of high street

retail space, for a little over
nOQm.

Next’s new-found emphasis on
the. balance sheet has brought
net debt down to (exclu-

ding convertible bond issues
which total~£l47J9m) against net
tangible assets of just over
£400m. “The Next business is

much fitter today and better con-
trolled,” Mr Davies argues.

Will Next recover and George
Davies with it? “I still believe our
strategies, despite this year, are

right," he says. Certainly, the

hype of the past few years does
not seem to have gone to his

head. The Liverpudlian accent is

intact, and a self-deprecating

sense erf humour: “The first time

I was to go on the Terry Wogan
show," he recounts, “I was just

about to set off when the ’phone

rang. They said don’t come today
- we've got Nigel Mansell (the

racing driver) after aU.”

Reagan’s debts

are beginning
to fall due
By Anthony Harris
in Washington

T he markets ended the
week in a considerable
state of fright about the

US economy. The strong employ-
ment numbers, and new talk of a
bill of up to SlOObn to sort out the
affairs of the home loan banks
look forbidding enough; at the
begining of a new Administration
apparently in a deadlock with the
legislature, they look worse.

hi terms erf economics, these
fears look overdone. The staffs of

the members banks of the Fed-
eral Reserve System are in a
much better position to judge the
economy than the statisticians in
the Department of Labour,
they believe that growth is mod-
erating; dreary sales reports from
the stores tell the same story.
Most of the employment growth,
after all. In in part-time work for
women. Exports from industry
are still growing strongly, as was
shown in the quarterly figures,

and form export earnings are up
although the volume is down.
This still looks like a soft tend-
ing.
The budget is much more of a

political than an economic prob-
lem. The Gramm-Rudman target
for deficit redaction is well under
l per cent of GDP, and could be
met with some quite trivial tax
increases. Even the failure of the
savings and loans is a political

rather than a fiscal embarrass-

ment, as I will try to show. Politi-

cally, though, these are fadppd

acute problems, and the embar-
rassment is palpable.

One result is that there is no
rush by businessmen to volun-
teer for the top jobs in the new
Administration; it looks an
uncomfortable alternative to
earning real money.
Meanwhile, the President-elect

is frying to be all things to all

men, green with the conserva-
tionists, a liberal when he enter-

tains Mr Jesse Jackson, tough an
military matters. He is open and
yet intensely secretive — in
short, a continuing enigma.
Meanwhile his staff have admit-
ted that they are getting a bit

depressed. All this courtship of
his opponents may serve the
cause of good manners, but it

does not alter the numbers, and
they are not promising.
The feet is that despite the

strength of the economy, official

estimates show that the federal

deficit is going up, rather than
falling as the flexible freeze plan

requires. This is partly because
of the cost of debt service is

higher than was assumed in the
Reagan budget plans, as every-

one knew it would be, but the

detailed figures will no doubt
show some other discrepancies

when they emerge in January.
Meanwhile, the Republicans

are in a great rage because the
General Accounting Office, the
US equivalent of the UK’s Audi-
tor General, recently published a
paper drawing the obvious conlu-
sion - that the budget problem
cannot be solved simply by
growth. The GAO is accused of
playing politics, but nobody
charged Mr Paul Volcker with
this offence when he said exactly
the same thing last week. Facts,

as President Reagan splendidly
remarked, are stupid things.
The budget problems are famil-

iar, and will no doubt become a
great deal more so as the year
wears on. What is dear at this
stage is that the most acute prob-
lems concern defence; for exam-
ple, will the Stealth bomber,
which is priced at some $500m a
copy, ever be built? General
Scowcroft, Mr Bush’s security
adviser, is said to bring a first-

class strategic mind to such prob-
lems, but few people seem to fed
the same confidence in Senator
Tower, still on a one-man short
list for Secretary of Defence,
which is discouraging. There are
some talented people in the Bush
team, but not necessarily in the
right jobs.

F ortunately the savings and
loans mess will not. it

seems, be left entirely to
the politicians who did so much
to create it A firm lead has been
taken by a self-confessed bureau-
crat, Mr William Seidman, head
of the Federal Deposit Insurance
Corporation. He is no ordinary
bureaucrat, it is true; he has
earned the kind of awed respect
which Mr Volcker used to enjoy.
Mr Alan Greenspan has the
respect without the awe.
The S&Ls ought to be a horrid

warning to Mr Bush, because
their rufn was caused for trying
to solve their problems through
growth. The initial difficulty was
caused by the Government, and
the ruin was encouraged by Con-
gress; as Mr Seidman puts it,

there is enough blame to go
round for everyone. There are in
feet two problems; an Interest
rate problem, and one of what it

Is faaWnnahUi to call moral haz-
ard - more straightforwardly,
racketeering.
The potted history is simple.

The movement used to have a
kind of protective tariff called
Regulation Q, which capped the
interest which banks were
allowed to pay on savings. When
inflation left the ceQmg looking
like a basement floor, and the
money-market funds opened a
huge loophole tu the regulation.

it was afefiLsbsd; but the move-
ment, which had operated fixed
rate loans at quite narrow
spreads, was not compensated,
and found Itself paying more for

funds that It received from mort-

C ongress’s answer was to

free the S&Ls to seek now
business to cover the

losses on the old. Deregulation
should have been met with
beefed-up supervision, as Hr
Seidman insisted in some brais-

ing fights; the FDIC Is an inde-
pendent body, and he got its way.
Unfortunately the Federal Home
Loans Rank had to submit its

operating budget to an Adminis-
tration of doctrinaires, who
regarded supervision as bureacra-
tic tyrrany.

The result was a kind of open
season for the criminally-stripia
and the criminally inpHny^-

happy in the knowledge tifettiw
small savers who financed thfeh:
Bcfagmea would be paid offbs-fas’
Government If anything ,Went
wrong. In community terms; this
was victimless crime; but the US
Treasury was always at risk, and
now it is taOLpaying time. The
scale of the bankruptcy is grow-
ing at some 15 per cent annually,
and deday is focreashigiy expen-
sive.

This looks like a monstrous
new charge on the budget, and in
accounting terms it is, the
US Government has counted the
“profit” reported by the deposit
insurance scheme as revenue,
and should logically count losses

as expenditure. Economically,
though, this is nonsense. The
movement did its bit to push the
whole US economy into debt
through excessive lending, but
that was in the past. The money
exists now as savings accounts.
To tor to claw It back through
taxation would be quite unwar-
ranted. It is as ifthe GovermiKait
had uncovered a huge banknote-
forging operation which has
passed off np to $X00tm of unde-
tectable banknotes. The tmtimuf
debt should be adjusted ofE-Bud-
get, and that is (nearly what is

intended.
Indeed even an off-Budget liq-

uidation will be quite deflation-
ary, because the US Government
wfl! pay a much lower rate of
interest than foiled mortgage
hanks have to offer to attract
funds. Faces will rightly be worn
red when the problem is folly
aired; but the US has enough real
problems on Its agenda without
turning some very sfily politics

into an economic disaster.
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The mirage of the reserve Yen
By Ian Rodger in Tokyo

THE RECENT unthnidasm off

the Japanese authorities for

expanding
.

the internatibnal
roleof the yen should probably
-be taken with a large pinch of

«?|t-
They may Hire the idea ofthe

yen playing a bigger role as a
reserve currency and being
used more in world trade and
capital markets. But -neither

they nor others in Japan and
cfeewhere with the power to

influence *Mnga appear to be
fairing the moves that would
make thfa happen.

' Indeed, recent figures sug-

gest that the international use

of the yen may actually be
declining. Ten beddings (rf cen-

tral banks as a per cent rit tiieir

total foreign exchange holdings

dropped from 7A per' cent in

1985 to 7 per cent last year.

. -The proportion of Japanese

exports denominated- in yen

dropped from 35S percent in

1985 to 38A per cent lart year,

and Bank of Japan officials

nated exports are inter-com-

pany transfers within Japanese

companies anyway.
On the other hand, the ymis

use in capital markets has

been growing rapidly, rising

from 7.7 percent of all mtente-

tional bond issues in 1965 to

MS par cent last year, accord-

r.c

HkV'
iVi v"’

iWf . .

MB**
- -"

gan Guaranty, the US invest-

ment bouse. . , ItTf
However, the vast,

majority

ofthese issues is made by Jap-

anese issuers and ptaced in

to***

Mfcapi

(MKUL auu UK !****“"“ ~— ,

remainder tend to be swapped

Into dollars very quickly-
.

Mr Robert Alflber of the Un£

varsity of Chicago painted out

at a Tokyo conference last

mouth that than were two pre*

requisites for an expansion Of

the yen’s international role, an

increase in demandthr it and a

rise in its avaflabihty.

Mr ABber snggestedttadne*

tber of the two mam potential

sources of increased demand
for yen, the industrialising

A«fan countries (Nies) and the

US, were yet showing signs of

wanting more.

The Nies, he said, were con-

tent to remain detached from
the yen as long as possible

because it enabled tbmr manu-
facturers to improve their com-
petitiveness against Japanese
companies in third markets.'

Similarly, the Japanese enthu-

siasm for investing in the US
stffi seemed to be greater than
the US need to barrow abroad.

Thus, the US was still able to
ttrmww its deficits in dollars,

ratiwr than in yen.

Trade surplus
As for supply, Mr Allber

pointed oat that the emergence
of the dollar as an interna-

tional reserve currency coin- *

elded with periods ofpersistent

trade in the US. The
US need to raise capital coin-

cided with foreign interest in

acquiring the dollar.

However, Japan was running

huge trade and current

account surpluses, so it was
very difficult fin foreigners to

gat their hands cm yen. In com-

mon with most economists, he
expected that the surpluses

would persist for a consider-

able time.

Eves ff one or more of these

conditions does change, it is

disingenous of the Japanese
authorities to say that they

welcome an increase in the

international use of the yen,

especially by other central

banks.

Central banks like to bold a

large portion of their rwervea

gg-'BFSJtt!
exfanu me use of the yea as a
reserve currency, they would

create a liquid market in
short-term Japanese govern-
ment securities.

But the Japanese Ministry of
Finance has been dragging its

feet for years on demands from
the US and others that it cre-

ate such a market. The reason
is simple: at the moment, the
MoF Is able to get all the
money it needs at low cost in a
narrow treasury ball market

It Issues at artificially

low interest rates, obliges the
Bank of Japan to tmderwite
ftim ynd tn«i use them in its

open market operations. For-
eigners are discouraged from
Bwtidprthw: by the presence
of a withholding tax (from
which foreign central banks
eam rinlin exemption).

There Is one aspect of the
yen’s international use where
there may be some potential

for progress, its use in pricing
Internationally traded com-
modities. Stedmg fingers on as

the valuation system for cop-

per, the dollar for oil and most
other commodities. Perhaps
the Japanese producers of
semiconductors, those com-
modities of the electronic age,

should consider pricing their

goods in yen.

If they did, one can imagine

howls of protest from the West
at Japan Inc’s “cartel-like*

behaviour. In fect, ft probably

will not happen, precisely

because one of these, fero-

ctoudy competitive companies

would be bound to break ranks

and go back to seQtng hi dol-

lars.

Also, it is convenient for the
Japanese producers to price

their goods in dollars. That
way, they can change local

prices in foreign markets when
ft suits them. If they priced in

yen, and the yen kept rising,

they would be forced to raise

their local prices at regular
intervals.

THIS WEEK
THE OUTLOOK for UK
consumer spending may
provide a focus for financial

markets this week, with
analysts hoping for (dear signs
that recent rapid growth Is

abating.
Department of Trade and

Industry final figures for retail

safes volumes are published
today and the Confederation
of British Industry/Financial

Times distributive survey on
Thursday.

Last month the two sources
gave conflicting signals.The
official figures showed an
unexpectedly steep rise of 19
per cent in provisional figures

for October - but this could
be revised in the final figures.

The CBI/FT survey pointed
to a marked slowdown tn the
pace of growth. This week’s
survey will give a guide to

sales trends in November and

UK retan sales
Volume (Seasonally adjusted)
1980-106
142^

Mr Nigel Lawson, the British

Chancellor, answers Treasury
questions in the House erf

Commons on Thursday.
Financial markets will be
Hutawhig farmwmaibt nn flifl

current account deficit,

inflation, steriing and interest

rate trends.
West German trade figures

for Octoberare published
today. A small fell Is expected
in the trade surplus to around
DMIObn from DMlLafon in .

September The current
account surplus for the month,

.

however, is expected to be

months to September are
published on Tuesday. The
previous quarter saw a slight

fall but this followed a steep
rise in the first three memths
of this year. Analysts expect
Strang growth to resume in
the third quarter.

In the US there is a scarcity

of economic statistics Hkriy
to receive much attention.
' Other events and statistics

this week include:

Today: US - domestic and

November.Productivity and
costs in the three months to
September. UK - credit

business figures for October.
Tomorrow: UK - Mr

In France Mr Jacques do
LarosiETe.Governorxrf the

Bank of France, will on
Tuesday set oirt French
monetary policy and money
supply targets for next year.

. M2, which fryflintes notes

savings accounts and the only

undershot the target

4 to 6 per cent for the first half

ofthis year. Currently It is
,

within the band, growing by
42per cent in the twelve
months to September.

on world debt at the House
ofCommons.

Wednesdayr-US' - consumer
instalhuent credit in October
(the market consensus,
compiled byMM5
feteraational is fig arise of

JSbnJ.UK r Department of
Employment publishes
Employment Gazette.Advance
energy statistics for October.

Thursday: Australian

employment figures for

November.
Friday: US - wholesale

trade in October. UK - Hr
Peter UDey, economic
secretary to the Treasury,

for the three

British Industry ECU
conference. Constructtoa

output in three months to
September.

AmariPLC

has been acquired by

Glynwed InternationalPLC

The undersigned acted as financial adviser

to AmariPLC.
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INTERNATIONAL CAPITAL MARKETS
eurocredits

Spain cashes in

on event risks
SPAIN LOOKS Else becoming
over the next week the latest

borrower to benefit from US
investor worries about the
risks of investing in corporate
paper in a world of huge take-
overs which can turn invest-
ment-grade bonds into junk at
a stroke.

In a filing with the US Secu-
rities & Exchange Commission
- the kingdom is believed to
be the first new sovereign bor-
rower to start reporting to the
SEC in some years - Spain
has launched a $ibn pro-
gramme to issue medium-term
notes in the US. While the pro-
gramme h fl fl been under con-
sideration since the spring,
“event risk" worries seem cer-

tain to to deliver an unex-
pected bonus to the borrower,
judging in part from the recent
increased demand for its com-
mercial paper in the US.
The country these days has

not much need for external
funds except to refinance its

maturing debt, but that it is

doing in part through a variety

of programmes which gives it

continuous access to dollar-de-

nominated funds across the
maturity spectrum in both the
US and the Euromarkets.
According to Mr Eduardo

Aguiler, deputy director-gen-
eral for external borrowing at

the Ministry of finance, the US
programme - arranged by
Merrill Lynch and including
First Boston, Goldman Sachs
and Morgan Stanley as dealers
- could have $250m outstand-
ing by the year-end and this

figure could build towards
$40Om to SSOOm by March or
April. Spain, rated AA by Stan-
dard & Poor's and Aa2 by

EUROMARKET
TURNOVER ($m)
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Moody's, has some $300m in
dollardenominated paper out-

standing under its Euro-MTN
programme, some under
a Eurocommerdal paper pro-

gramme and $250m under a US
CP programme.
The US market delivers two

main advantages over its

Euro-counterpart. Its greater

size has eased investor worries
about market liquidity and
dealer performance which is

still restricting issuance in the
still-evolving Euro-MTN mar-
ket Furthermore, while matu-
rities in Euro-MTNs are diffi-

cult to extend beyond three
years, it is not uncommon for

issues of up to SO years to be
Tirade through the US market.
Back in Europe, Spain also

has some EculSOm outstanding
in medium-term notes, com-
pared with precisely zero ear-

lier In the year. Mr Aguiler
says the whole sector has
received a fillip from the Bank
of England's move to issue
Treasury hffia denominated in
the composite currency. With
th*? THa9n buyers rantrn i banks
and institutions like the Euro-
pean Investment Bank, Spain
has been achieving 21 to 23
basis points below Loudon
interbank bid rates on its Ecu
paper.
The expected entrance of the

peseta into the Ecu in Septem-
ber next year has also led the
ministry to encourage other
Spanish borrowers to use the
currency. Indeed. Chase Invest-

ment Bank is currently arrang-
ing two Ecurdenaminated tarm
loans for Spanish borrowers.
Endesa, the electrical utility,

is borrowing EculSOm over six

years, with a five-year grace
period at a 15 basis points mar-
gin for three years and 17% for

the rest Acesa, the privately-

held motorway concessionaire,
is borrowing Ecu80m over
seven years with a three-year
grace period and a margin of
17% basis points.
Citicorp has now syndicated

a 9l00m three-year revolving
credit far Omnicarp, the mer-
chant banking arm of Omni
Holding, the principal invest-

ment vehicle of Mr Werner
Bey, the Swiss entrepreneur. It

catties a 62% basis point mar-
gin and a 25 basis point com-
mitment fee.

Stephen Fidler

INTERNATIONAL BONDS

Next, a lesson on the convertible puttable trap
NEXT, the tfK retailing group,
has learned the hard way that

many of the convertible porta-

ble Eurobonds that UK compa-
nies issned with abandon in
the bull market days of 1987

are not really equity, but debt
after alL
Last week, Mr George

Davies, Next’S chairman, said
the company’s profits would be
significantly lower this year,
partly due to the cost of budd-
ing up a reserve to pay interest
on Eurobonds that investors
appear increasingly unlikely to
convert into stow.
The conventional wisdom in

the debt markets is that con-
vertibles are bought by the
same people who buy shares
and are judged on their merits
as equity products. But by
offering investors a put option.

Next tailored its convertibles
to a group which typically pre-

fers debt securities.- In the pro-
cess, the company cut its ini-

tial borrowing costs but may
end up paying the price in the
long run.
Next’s £100m 5% per cent

convertible puttable Euro-
bonds. lead managed in mld-
l3i7by CreditS^eHrst Bos-

ton, seemed to offer the best of
all possible worlds. CSFB,
whose officials declined on Fri-

day to HiMmBB the product, pro-
pelled itself to the top of the
league tables in convertible

debt as the concept was
greeted with enthusiasm.
CSFB's renowned placement

capacity with Swiss investors

was another key factor in its

success. Alter all, among the
objectives of Next and other
such borrowers was a desire to
expand their investor base out-

side the UK, capturing those
accounts which (fid not want to
buy bearer securities.

Significantly, though, it was
SG Warburg which devised a
twist which has allowed a
spate of new issues since the
crash, and may rescue several
other issuers of pre-crash
bonds.
Next's problem, which is

hardly unique, is this. The 5%
per cent bonds carried an
unusually high cot.version pre-
mium of 152 per cent, but pro-
tected the risk-averse with a
put option effective in 1992.

The put option allowed the
investor to sell the bonds to
Next at 129 per cent of face

Burton convertible bond versus share
Pence per stare
350

value, reaping an annualised
yield of n.74 per cent Zn the
expectation that the put would
never be exercised, Next never
set aside reserves to cover the
potential extra interest pay-
ments.
Then came the stock market

crash, and Next’s fortunes
have never been the same. Its

shares last week were trading
around 136p against a conver-
sion price on the bonds of 430p.
With that arithmetic, uo inves-

tor would dream of converting
to equity.

Investors who hold to matu-
rity will reap an annual return
of 11.74 per cent, better than
that on gilts. As of Friday, the
10 per cent Treasury stock due
1993 offered a yield of around
11 per cent. Bond investors
would have demanded a
greater spread over gfits than
that frmiK«a. but using the nut
is a vastly more attractive
option than converting.

Analysts at SocI6t£ G£n6rale
Strauss Turnbull estimate that

an investor who sold Next
shares to buy the convertibles
at the time of launch would
have seen his investment drop

by 5 per cent in value. But the
investor who held on to the

shares would have had a 70 per
cent drop in the value of his
holdings.
Next’s situation Is hardly

unique. A long and respectable
list of UK companies tapped
the convertible market with
similar securities in the heady
procrash days of 1987, includ-

ing Burton. Ratners, Store-
house and Argyll
Warburg has devised an

addendum to the indenture of
Burton’s 4% per cent puttable
convertible bonds that effec-

tively encourages the bond
holder to delay putting them
back to Burton for an addi-
tional five years. That way, the
stock has a better chance to
appreciate to a level where
Investors find it sensible to
convert to equity rather than
to demand interest payments.
Furthermore, it eases pressure
on Burton to set aside reserves

to cover the accrued, but

interest on the bonds
1 year.

It also eliminates the cove-

nant which effectively pun-
ishes any investor who had not
converted or tendered bonds.

This covenant allowed the
issuer to call the bonds at par

one day after the put expired.

This so-called "rolling put”

option has also been written

into the indentures of several

convertible puttable bonds lead

managed earlier this year fay

Warburg.
Certainly, the companies hit

huntest by their puttable con-

vertibles are those which
issued at pre-crash prices.

Some bonds issued since then

have actually fared quite well.

Mr Marc Utvack of Strauss

Turnbull points out that a
number of issuers chose to

avoid the put option alto-

gether, structuring their bonds
with a lower conversion pre-

mium coupons about 200

basis points higher. However,
these instruments are much
more clearly equity and have
shown it in their trading
prices.

Norma Cohen

NEW INTERNATIONAL BOND ISSUES

Borrowers

US DOLLARS

Amount
m. Maturity

Av.flfe Cougon
Prica

Bookrunner Offer yfekf
%

Nkssho Iwai Corpse
NKK Corp.4e
NKK Corpse
Toyota Motor Rnanoe+
Lavoro Bank Oversees^
Bk of Tokyo (Curacao)#
Sumitomo Rubber lnd.4

Credit Nationale
Yukong Lid4#
IBJ Int Ud.(8)e
Nippon Zaon Co.*

CANADIAN DOLLARS

300 1902 4 4*2 100 Nomura InL 41500
400 1992 4 4*1 100 YamaichJ InL (Eur) 4.125
300 1992 4 4% 100 Singapore Nomura 4.125

200 1991 2 8*2 lOt Nomura InL 8J32
150 1985 7 10 1013| Shearaon L'man Hutton 0845
100 1996 7 10 101.675 Bk of Tokyo CapJAB ' 9.660
100 1992 4 (43|) 100 Daiwa Europe *
160 1882 4 9^2 101V LTCB Int 9.113
30 1996 8 (d) 100 Baring Brothers - -

50 1996 10 9^2 102 IBJ (Asia) 8.166
100 1992 4 <4%) 100 Nomura InL *

Seken Co.**«e
AIcM Sharyo CO.MS4
Jinan DevelocmAnl Bk#wnljnire*N
Shocftflw Co.**#
Gotabantan**#
DaJto SoN Ca.**«
province Mai*oba**#

STERLING . .. _

60
.50
200
50
32
00
100

Maturity

1993
1994
1997
1993

1993
1994
1993

AV. DM «r Price
' °"-r

*iZ

*2 100 Bonk Leu 0-900

U 100 Handetatank NaMtot 0400

4*4 101% UBS 4604

ft ICO!, UBS 4-588

5 100 >4 Nordflnanz-Bank 4.942

ft) 100 Bartca dal Gottwfo *
43# KXft UBS 4.282

BB<oe

ECUs

100 2009 21 8*2 95586 BZW 10257

Deutsche Bank Benin#

AUSTRALIAN DOLLARS

50 1993 5 8*2 100 Deutsche Bk CaptMUe

WesfLB ML (Lux)4 75 1992 3 1ft 10ft WestLB 13506
Tasmanian Public Hn.+ 50 1996 7 14 101% Deutsche Bk CapJMcte 13jB25
Toronto-Dominion Bk# 75 1991 2 14S| 101.70 Salomon BroOnra -••t*5W
DG Bank Luxembourg# 50 1992 3 14 101 DG Bank 13572

NEW ZEALAND DOLLARS

CrLyonnais Australia#

D-MARKS

60 1992 3 14*» 101% Hambroa Bank 13503

ECSC**+ 242 >2 1992 82 sis 100% Bayarttche VersMsbk 4J817

Commerzbank O’seasf^ 500 1993 5 (b) 100 Commerzbank ’ - -

Helaba Luxembourg^ 75 1994 5 5iz 101 Hesatsche Landesbank 5267
Osaka Gas Ca4 130 1994 5-2 fft 10ft WestLB 5.214

Sparekaseen BBcuben# 125 1995 7 81* 100 Commerzbank 6.125

DG Bank LuxembourgM^ 150 1993 4.1 Sl2 lOCft DG Bank 5ifl57

Storebrahd FMans**+ 50 1991 3 5h 100*2 Commerzbank 6.315

Lavoro Bknk Overseas#

SWISS FRANCS

130 1994 5 10ft Swiss Bank Corp- 5.152

BNP# 100 1994 5

Or. Local da firanoeffl# 60 1982 33*

Eurtrfma# 100 1994 5

Crtstfalt 8kverein(g)e 60 1983 5

LIRE
. . ...

a
a

101 % Deutsche Bk CapAOda 7413
101 CCF 7-295

10112 CSFB 7.257

10ft Mitsubishi Fta-taL 7.350

OHwttilnt#

DANISH KRONER

lOObn 1993 11% 1013, Credtto Haliano 11.426

Qenassllche ZB-Vtamna#

LUXEMBOURG FRANCS

300 min 8*4 10ft Sparakasaen SOS 8.923

d’letefen Trading BV**# 300 1993 5
IMl tot**# 300 1994 5

NouveHes Galeries**# 300 1993 5
Provinsbankan**e 300 1993 5
BampM WonwHte 300 1993 5

YEN -

7«l

J3I

100*2 Credit European

KXft Bqe Partins (Lux)

IOOJ4 Sogenal
loot, KiedMtwnkfnt
lOOt, KradMbank InL

7377
7.438

7.583

7.438

7.438

5*, 6 101% Dahra Europe 7.541

5 4% 101% IBJ ML 4477
8*2 5.7 100 Bank of Tokyo 5781

. SCamanlM*. moaMnfl rata «*». final una. •) Bul/tMar laana ImkIm* In t*»e

Meitec Corp.**§e 50 1993 K» Royal Trust Bk(Swflz)

State Bar* of NSW(a)# I5bn 1994

Sallie Maae 20b r» 1993

Bufgarfart Fof.Tr^WNre lOBn 1998

WWMVMiteteactwWPriuaaiilacainaiiLeiwaiaixXtr^antei . _ .. _ . . ^
aaaal ttanchaa a» YTlaSn each tranche. HadampUon Unhad to JapxaovtUond ftitra— b) Cmywn pay am Ubcr..# PiwUMaa km*. 4 imnOMm
HJCooo. Coupon tap war ft* Utar hat S yaai*. I2>ibp wnaMar. *) Adcauunal SSOm on tap. Q FonpUa «Mt EculSOm taunchad in Jim. d

CL500 FtengMa win «Mn0 EnriOOra laaoa. Not*: VMUaam catauMM 00 MBD baato.

Manufacturers
Hanover

Thisadvertisementappoarsasatnaneroi record orty.

Anglo Irish Bank Corporation pic

£27,000,000
MediumTerm Loan

Arranger

Manufacturers HanoverLimited

Lead Managers

Copenhagen HandeJsbankA/S Itab Bank Limited
State Bank of Victoria The United Bank of Kuwait PLC

Managers

Bank fuerGemanwirtschaftAG London Branch Commonwealth BankofAustralia
Kansallis Banking Group S.F.E. Bank Limited
Union Bankof Finland Ltd London Branch

Participants

BeriinerBankAG London Branch Manufacturers HanoverTrustCompanyLondonBnmch

Bank ofNewZealand Die Erste dsterreichische Spar-Casse- Bank
First Austrian Bank

Agent Bank

Manufacturers HanoverLimited

November. 1988 The InvestmentBanking Group

THIS ANNOUNCEMENTAPPEARS ASA MATTERCFRBCCRDONLY

GANDON

Gandon Holding pic

US $45,000,000
Multicurrency Facility

To fund Gandon’s trading activities

Arranged by:

Provided by:

mBANQUE INTERNATIONALE A LUXEMBOURG
Societe Anonyme

BANQUE INTERNATIONALE A LUXEMBOURG
Soci€u£Anonyme

BAYERISCHE VEREINSBANK INTERNATIONAL Sj\.

COMPAGNIE LUXEMBOURGEOISE
DE LA DRE^DNER BANK A.G.

COPENHAGEN HANDELSBANK INTERNATIONAL S.A.

CREDIT LYONNAIS
Agence de Luxembourg

KREDEETBANK INTERNATIONALGROUP

THE MITSUBISHI BANK LIMITED

UNION BANK OF FINLAND INTERNATIONAL SJL
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New Issue
28th September, IMS

£200,000,000

ALLIANCE LEICESTER

Alliance & Leicester Building Society

Floating Rate Notes due September 1993

Issue Price 100 per cent.

New issue
23rd November, 1988

Can. $100,000,000

Province ofNew Brunswick
(Canada)

IOK2 per cent. Notes due 1998

Issue Price 101% per cent.

cNaflNett

Bank.

totanfc

ft CapMtta
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jrepe :si

ICt

Ta*r ss

,1 1B» Tii *»« •nrit.ruiii

I ei Vwdin. e lioaii

Ml £cu’5Co MCKHJng

Union Bank ofSwitzerland (Securities) Limited
Union Bank of Switzerland (Securities) Limited

Baring Brothers & Co-, Limited

Morgan Stanley International

Samfl International Bank
AL4UNK AMUn AMLAU LIMITED

CIBC limited

CountyNatWestLimited

Gemrd& Nationallimited

Kidder,Peabody International Limited

SbearsonLehman Hutton International

Kteinwort Benson Limited

S. G. Warburg Securities

Bankers Trust International Limited

CGve DiscountCompany Limited

Credit Suisse First Boston limited

HambrosBank Limited

Nomura Internationa] limited

TSB England&Wales pic

Wood Gandy Inc.

RBC Dominion Securities International

Bank of Montreal Capital Markets Limited

Banqne Internationale & Luxembourg S.A.

Credit Suisse First Boston Limited

IBJ International Limited

Mitsubishi Finance International Limited

ScotiaMcLeod Inc.

BNP Capital Markets limited

Banqne Bruxelles Lambert S.A.

Goldman Sacbs International Limited

Manufacturers Hanover Limited

The Nikko Securities Co., (Europe) Ltd.

Thisannouncement appears as a matterof record only.

Salomon Brothers International limited

This announcement appears as a matterofrecord only.
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New tone

ECU 75,000,000

18th Aagvst,&B8

(Incorporated with Bmited liabilityin the NetherlandsAntilles)

8 per cent. Guaranteed Notes due 1993

unconditionally and Irrevocably guaranteed by

Pirelli Societe Generate S.A,
(Incorporated with limited liability in Switzerland)

Issue Price 101% per cent.

.V.

New issue

29th November, 1988

ECU 150,000,000

Union Bank of Switzerland
Finance N.V.

IVz per cent. Guaranteed Notes due 1993

unconditionally guaranteed by

Union Bank of Switzerland

Issue Price 101% per cent.

}JUEMBOl
'BG

JOL'K'J

TlO* a bA"

©N-ASAL 5-A '

Union Bank of Switzerland (Securities) Limited

B^WIntenutton-IUmaed B^qoeBruxdhsI.mA.rtS.A.

Deutsdie Bank Capital Markets Lnnited

Union Bank of Switzerland (Securities) Limited

Credit Lyonnais

Istituto Bancario San Paolo di Torino

Algemene Bank Nederland N.V.

BHF-BANK

Merrill Lynch International & Co.

Morgan Stanley International

Sanwa International limited

SBCI Swiss Bank Corporation Investment banking

Amsterdam-Rotterdam BaA N.V.

Credit Suisse First Boston L nnited

Generate Bank

The Long-Term Credit Bank ofJapan (Europe) S.A.

Mitsubishi Finance International Limited

Nomnra International Limited

Sarasin International Securities Lnnited

Swiss Volksbank

Bank Brussel Lambert N.V.

Commerzbank AktkmgeseHschaft

Credit Lyonnais

Dresdner Bank Aktiengesellscbaft

Gokhnan Sacbs International Limited

Len Secnrities Limited

Mitsubishi Finance International limited

Banque Paribas Capital Markets Limited

Credit Commercial de France

Credit Suisse First Boston Limited

Generate Bank

Kredietbank International Group

Merrill Lynch Internationa]& Co.

Nomura International Limited

Salomon Brothers International Limited SBCI Swiss Bank Corporation Investment banking

Shearson Lehman Hutton International
Sodete Generate
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INTERNATIONAL CAPITAL MARKETS
US MONEY AND CREDIT

Triumph of faith over experience
CONSIDERING the magnitude
of the shock delivered by the
November employment figures,
the bond market's drop of only
1V4 points on Friday was a tri-

umph of faith over experience.
The message of the figures
appeared nnTnlRt«lrgWlt» — and
was confirmed this morning by
the report from the National
Association of Purchasing
Managers of “another impres-
sive improvement in the rate
of growth in November.**
The US economy is still

growing at an ansustainably
rapid pace of at least 3% per
cent or more. As Mr Alan
Greenspan, chairman of the
Federal Reserve Board, has
repeatedly made clear, that
pace is unsustainable if the US
is to continue reducing its cur-

rent account deficit and if

inflation is to be kept below 5
per cent.

Yet such is the blind faith at

present in the Fed that few
investors seem to be asking
whether deep in his heart Mr
Greenspan considers that high
inflation may be a price worth
paying for several more years

of rapid economic growth.
Indeed, the markets at pres-

ent are witting to judge the Fed
entirely by its words, not its

actions. Mr Greenspan has said

repeatedly that he will not tol-

erate accelerating inflation.

Ergo bond market Investors
seem to believe that inflation is

bound to settle at 5 per cent or

less and hence that bond yields

of more than 9 per emit most
be a good, if not an
irresistible, bargain.

But sooner or later, Mr
Greenspan will have to do
something - not just to say
something — to prove his anti-

inflationary mettle. And as the
latest economic figures are
gradually absorbed by the mar-
ket, increasing numbers of
investors are likely to conclude
that he already faces that test

and may be about to fail

Those who believed, as we
did just after the crash last

October, that the US economy
might move spontaneously
towards a major slowdown,
without a further tightening of
monetary or fiscal policy, have
(dearly been confounded. If

anything, the “natural” forces
of demand, as illustrated by
the steady expansion, of
employment since the fan of
mid-summer, seem to be push-
ing for an acceleration of the
growth rate. Services are still

thriving, manufacturing is

Alan Greenspan: has said
repeatedly be win not tolerate
gfrplenHug Inflation

again expanding and even the
construction sector, the one
clearly identifiable area of
weakness since early 1987,

appears to be enjoying a sub-
stantial tnmround.
Indeed, for every piece of

special pleading that bullish
analysts could offer to put a
tolerable gloss on the 463,000

surge in November’s payroll

employment, the latest eco-
nomic news seemed to provide

a far more plausible rebuttal. If

it was argued, for example,
that 100,000 of the new jobs
were simply a statistical illu-

sion, arising from the down-
ward revision in the October
figures, the same revision only
underlined the acceleration

in the growth trend
during the autumn.
The fact that factory jobs

grew as strongly, in relative

terms, as service employment
might have been an encourage
mg factor, at least for tile US
balance of payments. But then,
the purchasing managers’
report paints out that, while
overall new order rates

“were
solid,” orders for exports In
November were well down
from October and “signifi-

cantly lower” than the
average for the first seven
months of 1988.

Meanwhile, the 55,000-job

gain in construction suggested
that tins most inflationary, and
also in theory most interest-

sensitive, part of the economy
was going stronger than at any
time for almost two years.

To drive the same point in

even more clearly, the Com-
merce Department revealed on
Friday a few minutes after the
employment figures that new
home sales in October had
jumped to their highest level

since February 1987. Despite
more than a year of forecasts

that tightening monetary pol-

icy would lead to a big. and
potentially recession-inducing,
decline in housing. It now
seems almost certain that
borne sales in 1988 will be sub-
stantially ahead of 1987.

Meanwhile, house prices,

which fell into a much-dis-
cussed trough In spring and
summer, partly perhaps
because of Black Monday,
seemed to be back on an infla-

tionary trajectory - the
median new house sold in
October for 8^ per cent more
*hgn in October 1987.

The importance erf housing
cannot be over-stated. As Mr
Nigel Lawson, the British
Chancellor, has made all too
dear in another context, hous-
ing is not only one of the main
transmission mechanisms
between financial and con-
sumer inflation, it is also the
primary link in the disinfla-

tionary mechanism that begins
with tighter monetary policy.

ff US interest rates are not
high enough even to slow
housebuilding and eliminate

housing inflation, the question

arises: why should we think
they are high pnengh to fame
less interest-sensitive compo-
nents of inflation like service

wages, or slow the growth rate

of the whole economy by one
percentage point or more?

Certainly it is hard to believe

that anything like a credit
squeeze is being suffered by
the corporate sector - not in a
week when two separate
groups have offered $25bn to
buy RJR Nabisco, in each case
offering to borrow S20bs
from the credit markets
the basks.

To summarise, if the statis-

tics to be released over the
next few weeks bear out the
message of the November
employment figures, it will not
be long before Mr Greenspan
faces his long-awaited test
against economic overheating.

And unless last Friday’s fig-

ures turn out to be some weird
aberration — a notion which is

not encouraged by the strong
growth confirmed in today's
purchasing managers' report
— a mete half-point rise in dis-

count rate may not be
remotely sufficient to prove Mr
Greenspan the inflation fighter
actually mams what he says.

Anatole Kaletsky
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James Capel
THE GLOBAL INVESTMENT HOUSE

is pleased to announce
that the

BANKOFTHAILAND
has officially granted

James Capel (Far East) Limited

REPRESENTATIVE OFFICE STATUS

James Capel (Far East) Limited

HongkongBank Building, 64 Silom Road,

Bangkok 10500,Thailand

CONTACT:KHUNWATANAN SUTHIWAKINARUEPUT
TELEPHONE: (662) 236 3554

James Capel

AMSTERDAM BANGKOK DUBLIN EDINBURGH FRANKFURT GIBRALTAR

ottwt^FY HONGKONG HOUSTON JERSEY’ LONDON LOSANGELES MANILA MONACO NEWYORK PARIS
feuaKnanx

SEOUL SINGAPORE SYDNEY TAIPEI TOKYO TORONTO
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UK GILTS

Lawson fails to calm rate nerves
IF THE past six months have
not been bad enough. Mr Nigel
Lawson, the Chancellor, faces
what is potentially his most
nerve-wracking period In nffii*

for some time.

His decision to raise base
rate to IS per cent just over a
week ago has failed to con-
vince UK markets that he will

not be forced to raise them
again. For the gilts market, the
risks are all on the up-side this

side of next year's March Bud-
get, as the yield graph shows.
The risks are not that 13 per

cent base rates will be insuffi-

cient to slow the economy -
there are already dark mutter-
ings about “overkfll* - but
that it will fcafo81 a fang Hum
before the increasingly unrelia-

ble discredited nffiHai fig-

ures show it.

One does not need a long
memory to remember what
happened late last year and
early this year when M0, retail
mIb« and industrial production
figures all provided some com-
fort for those who thought the
aftermath of the stock market
crash would produce lower
growth this year.
An an important influ-

ence on the Treasury’s think-
ing at the trmp, especially in
terms of monetary policy and
to a lesser extent the Budget
judgment. When Mr Lawson
says that if he were allowed to
rerun history he would have
had higher interest rates, it is

by reference to, what is

in retrospect, a misreading of

these indicators.

The current position is argu-
ably much more finely bal-

anced than it was at the begin-
ning of the year. As tme official

noted last week: “The danger
is that we’ll shut the whole
economy down and have it all

unravelling on us."
That might sound a trifle

alarmist; however, consider
what might lie ahead for the
authorities and the markets,
given the leads and lags in the
statistics.

It is possible tbwt^ Chan-
cellor wifl face the position In
January/February next year
when he has seen retail sales
oyhihiting itttip or no growth
while at the same time the cur-
rent account is still pointing
towards buoyant imports.
hi this scenario, Mr Lawson

may not be able to respond to
the signs that the domestic
economy has turned until he Is

confident that there has also
been an improvement in the
current account. A relaxation
of policy too early may lead to
an unwelcome faB in sterling.

Uncertainty was heightened
by the rise in base rates to 13
per cent, hi late August, when
rates were raised to 12 per
/pnf, the market judged that
that level would be sufficient

to cool the economy for a soft

lauding. The Autumn State-
ment underwrote that view,
although there were concerns
expressed that it was
over-optimistic.
In August the market

accepted the Treasury/Bank
view that it would take time
before signs of a slowdown
materialised. November/De-
cember was judged the earliest

such signs could realistically

UK gilts yields

Related as par {%)

12.0

11.0

10.0

be expected to emerge.
The information that has

emerged has either been
ambiguous or- disappointing,
with the exception of the hous-
ing market where prices
appear to have stabilised (in

tiie south-east at least) and the
rate of growth in forward
commitments appears to
have moderated.

in this light it appears as if

MO and the other monetary
indicators are once again
assuming a greater importance
in domestic policy thinking.

They always have been impor-
tant but btr Lawson underlined
theircurrent significance when
be told the Treasury commit-
tee that these indicators are
regarded as the most
reliable guide to domestic eco-

nomic activity.

There was little joy then on
Thursday when flash forecasts

of M0 growth In November
pointed to the maintenance of

underlying growth in the

region of 7% per cent Allow-

ing for the perverse effects of

the postal strike in September.

MO has been expanding at this

rate since the summer.

November was a five-week
banking week and it was clear

by the end of the fourth week
(a day before the trade figures)

that there had been little or no
moderation in the rate of

growth of M0. Clearly, the

trade figures were the catalyst

for the move to 13 per cent

(with the associated need to
wwSorptw the pound uppermost
in policymaker’s minds), but

M0 was also telling the author-

ities that the slowdown people
were looking for by November
had not arrived. -

The growth In M0 will mod-
erate as people hold less cash

relative to interest-bearing

deposits. These have gained in

attraction because of higher

interest rates. The question is

when, and on that no one can
be sure.

• Mr Lawson said before the

Treasury committee that the

fall in long yields was a conse-

quence of the Bank’s buying in

of gilts, not the object of pol-

icy. He added, however "It is

desirable to give the corporate
sector the opportunity to bor-

row at a significantly lower
rate of interest than bank over-

draft" - thereby muddying the
distinction.

Simon Holberton

FT/AIBD INTERNATIONAL BOND SERVICE

tiTMuntomt
JUROWBLIIkM.
junc.li sa~
uMiTMMnicinn.
«co»twiwm ii mz—
JUKTMUJI1f»<
MHTHu*iiy oo-

L OPTOKY0 11 M
CO*TOKYO 11*1
[QYTOKYOmi

tMKKW.
MCNOVAscon* T* *f I

BPCJOtnLWaa—
oamiiiixit.

ecuwH.

DMira Knarra iokm iWIMKOK ...

KCMM.

KUMLIMM.
too IttIK -%
too m o
loo wu **

10K -*
iO» -%

lOI -»

TOO Mfk -»

too o« *»

Kf*Mmtmn>MMM 19*U—
*S»» OCOTU 1 1K*f_mo.Tommy urn
OLYMPIA ft TOOKa* OK.

imrsnei
ONTARIO KYOTO 11*M
ONTARIO KYOTO 11%MomMumamM
OHTJUOO KYOTO1M 91
ONTARIO HYDRO 19X01MO KYOT0 10 •*-

MOWBUIUB1II
iMKomenn.mnewriLKi
ptns-cuuMn*

FLMTOGWE
ALASKA HOUSINGUR01-
AL8ERTA.P8DVmttA 93.-

ALUANCE &LEKS0.aeq4 E.
AU1AME&LEK5CUWE-
AKOnCANS*UU59*

—

AUSTRALIA 96.
B.C.L 0 1598.
B.F.C.E. -0.0296
B.N.P-% 95—
B.S.P05.
BANCO 01 NAPOLI 9]
BANCO Dl SKIUA&92
BANCOROMA 0.03 01
BANK OF BOSTON 1,0a
BANK OP CHINA/. 92
BANK OF MONTREAL!, 96..

BARCLAYS 0/SINV% 04
BBLINTL 0-0501
BELSIUM%94£
BE1GIUMV97DM
BELSAJMCS—
BILBAO BfTLOJDS01
C.C.F. 97_

97!, %
UO 100 0
500 100% 0
400 100 0
130 96 -%

CARTERET* 96..
CENTRAL UTTLl/lD 00-
CENTRIIsrSAVINGS0.10 96.
CENTRISTSAVINGS 005%.
CHASE MANHATTAN% 93.

CHASE MANHATTAN I, 09
CHEMICAL R.Y.& 97
cmcogpysa
CmCWtPO/SL 94..
OTHERS FED tUS 1*
COMMERZBK 0/S FIN'S
COUNCILOF EUROPE93.
CRED0UH0MU97...J
CREDFOR EXPORTS',
CREDIT FWM3EPA 97 YE
CBEOfT FUWOEA% 00 1-
hOTMHOTOTHAl5,99-CREDIT LYON^W
DENMARK -1/8 9a
DRE5DNERFINANCE 91XML.
E-E-CjS, 93 ECU

FERRO DELSEAT97-
FIRST BANKSYSTEM%97-
FlRSrCHtCAG0fi96
FORD MOTOR WED % 91—

.

FORTUNE FEDERAL", 92
GEMFINANCE 1, 94
CRMDLAYSV 9A_
GW 0/5. FIN.V 94.
HALIFAX B5. 1/10 94
HALIFAX 85. 2/25 96 BE
HESISCHELANDC5SK9I
HOUSEHOLD SANK (1159
ICELAND!, 00
INVESTORS IND", 94£

—

IRELAND 1, 96S
IRELAND'97
LSVE1MER1,90—
ITALY i05_
KB IFtyaOJLS 12-
KOREA EXCHANGEBK% 00-
LEEOS PERMANENT!, 9b £_
UNPINI, 01
LLOYDS BANK 1/10 PERP—

_

MALAYSIA 4, 92
MALAYSIAU 0*.
MARINE MJDLANOi 09.
MELLON BAHN't 96.
MIDLAND INTI PIN1,92.
MITSUI FINASIA •« 96_
MORGAN J P % 97
MORGAN STANLEY!, 93.
NATIONWIDE0.089b
NAT BN CANADA9b
NAT WEST FIN ij^05_

NAT WEST FIN V 92-M
NATL PROVINCIAL!, 96-
NEW ZEALAND01—
NEW ZEALAND93—
NEWZEALAND1, 96. _
NORTHEASTSAVINGS 1/1096
PNCF1RL97.
QUEBEC HYDRO 02..

QUEENSLAND COAL 1/20*;

RENFEWL^^^^
SANTA BARBARAS&Lfa 1

SANWA INTL0.1O93
saor<frn-FTN.<,9Z_
SECURITY PAdF6 97
SOOETECP»BiALCy94.
SOOETEGENERAUib—
STATE BKNSWA 98. —

.

TAIY01, 04
TAKUGINL V7...

RCGieOLY-HPMUegW
VERQNSWESTOB 9L,
WARBURG 5.G.1* 06
WELLS FARGO!, 97._
WOLSFA«069£.

St s
SO 99V o
MO 991,
133 995,

liOBN 1001, 44,
100 1001, O
250 96. -W.

lOBN 991, O
2SO 99V 0
350 100 O
200 100V 0
420 100 0
IDO 96V -V
125 97V 0
200 99V 0
100 99V 0
100 99V 0
100 99 O
100 991, _v
200 99X 0
150 99V 0
100 99V O
ZOO 99V 0
125 90V O
125 100 O
100 100V O
500 99\ 0
175 99V ~V
500 100 0
130 92V -V
100 100V +V
200 100 O
100 99V 0
«» »V -V
250 100 0
6S0 9bJ, -V
150 91V -V
230 99V 0
150 99V O
100 99V 0
250 99v +V
200 99v -V
300 99V 0
200 90V —V
400 97V 0

3S
200 +V
350 99V 0
300 99V O
230 UJO 0
150 99 1, +v
100 97V -V
200 99V O
306 99V 0
500 99V O
200 99 v O
100 MOV +vKM 99V -V

9^v "O

100V
99V 0

0

99?

200
3oa

W0009DEFni(FEB)97 —
WDOCSIDE FIN (JULY) 77.—-
WOOLWICH EteHTABlEV«£

100
100
2S0
100
200
250
130
3«
300
200

SS 1r-

BONOS
AMERICAN BANKEBS5V01
ARGYLL GROUP4VQ2
BOND FINANCE 6 986 —
CANON 300-

w.

EASTMAN KODAK6V
ELDERS UK597—

—

FUJITSU 3 99,

GIBRALTARSAW® 7VObu-
GRACE IWR)6Vte-
GRAND MET6V 02-

IRTL PAPER 5V 02—
LTCB1V 02
MCASVia
MITSUBISHI BK IV OBJ
NEWMONT MINIRG701-
rnpponsisenoen 00 —
RTSHl NIPPON ZV 03—

—

ROCKEFELLERCENTEXooa
SANWA BABK IV 02.

70
60 ...
125 103V .UO 216V *tv
300 101% -V
75 114 -2%
180 . 250 ^
MO 38 -Zh
150 81% 4%
100 84V -4
200 83% +%
200 110% -4
NO Ud Hi
300 137% -B
100 102% «%
1» SHV i9%
70 113 -a

952 31V +%
900 112% -2

45.90
69.72
-4J7
-L80
ISAM
5.40

•4.73

3JJ7
27.07
29.07
*M
2634
-3L00
1*J6
670

-6300
-3J3

SOUTHWESTAIRLINES6V«

VEMSTWOBBTS

AVON CAPITAL6V9L-..
BARCLAYS 0/S INV 6 96»

OUUUMAILPAaFW6% 96-

BB4V92-.
OB4%94
EUR0FIMA6% 95_
EUROFlMAbV 92-
F.N.MJL6V92.
GMAC6V90-.
IBM CREDITCOUPSV 91.
ITT6V 92._

15.0BN
MLOBN
30.0BN
2S.0BN
1B.08N
20.00

N

MCDONALDS C0RP6V 92.—— 2SABN
NEW ZEALAND 7%9Q 15.0BN
NEW ZEALAND 7%04.— 15.0BH
PENNEY J.C6V 92.—... 26.0BN
PHILIP MORRIS 6% n 20.064
SOLUE MAE faV 92 25.0BN
TRW DIC794 ; U.0BM
WORLD BANK7% 93. 20.004
WORLD BANK091-

35 79V +% 62.90
500 105 i% 1155

RM C*M
rice YW4

20.00N 104% +% 5.51
26-OBN 100. o 657
40.0HN 103 *•% 320
2XL0BN 109% »% 5.06
10.0BN 107% V 5.45
2D.0BH 106% *.57
30.0BR 100% +% 435
40.0BN 99% *% 4.76

2DDBN

UBXPR S1BMEH1N M
COPENHAGEN TEL 1% 09 500
COUNCIL EUR0PE794. 600
CALVALANGE 795.

105% 0
K»% *%
106% +%
102% 0
102% +V
104% 4%
104% **t
106% 4%
102% 0
103% 4%
10R% 0
103% -%
102% +%
112% -V
112% -%

warn
•V- HA

0

KLEHWORT BEKS0N71
WORLDBANK896—

_

A.B.N.'5%9ZL.
A.BJI.7V B9_

— 600— 1DBN

100
99%

9B% -%
103% -%

5.47
6J2CM
3.95
962
UO
4.93
337
4JS
341
530
435
630
4.76
469

BJ9
737
741
7.40
7jM

AMRO BANK7V 89-
AMRO BANK089-W
BEATWCEFTXnSOVWU
DENMARK BV9LJ^OT
WTSTANO.ELECB% 89—
OSTER KONTNOLLBANK74
RABOBANK 8 89
WORLD BANK6V 91

snuasns
A.L0C.U91.
AUST.RESOURCES 11% 92
BK MONTREALREALTY9% 96..
BANQUEINOOSUEZM91
BR.COL.PROV 12% 91
BRCOLPRQV 13V 91
OEMMARK11%
FARM CRED CHRP 12% 90
KELLOGG SALAOA CANADA992—
LAVAL CITY 10V 96-.
MONTREALTRUSTCO BV 92—
NEW BRUNSWICK 1295
NOVA SCOTIA 11% 9&—
MYALTKUSTtG10%9a

ALLNIPPONAKHMVS99S-
ANZBANKINGU%9M^OT
AUSTRIA 7% 93.OTN

Ipte Mo Mte TW
100 99% '*% - •894
130 ui% -1% 5.99
150 101% +% 5.72
200 uo% 0 538
100 101% • 5.98
100 U5 -V 681
100 100% -% 686
100 Ul% -V 601
150 100% -% 5.79
100 101% -V 5.64

BU onot
lad YM4
100 .S'* -% 10B3
50 100% 0 1153
uo ,94% +% 105S
75 105% -% 1152

100 102% -V 1117
IDO 104% 1121
100 100% 0 1129
75 101% -V U-37
50 +v in 44
40 «% -% 1146
UO •S'* 1084
75 103% +% 1108
UO U&V +% 10.96
73 98% -% 1140

CAISSE NAT TELECOMM 9% 48
CHRYSLER FIR992.
ON -A.7% 93-,
CREDITF0NCIEP7V 94-
CREDIT LYONNAIS6% 92—
CREDITANSTALT8% 94
DENMARK 7% 96_
EXX, 11V 91
EJ0 7V96. —
B10H94.
ELEC DE FRANCE 7% SB-
EURATIMI 7%96—
FINNISH
GHXETTEC07V93.

EUB0nMA7V^^M
^OTDffORT7%92_

BN WORLD TRADE8V 90-
>RD BK JAPAN FIN 83,93—
OTTER AMER OEV 1043
ITALY9% 89
MOEF-HENH
MORGAN GTYTSTOW 90
NEW ZEALANO 9% 92_
BARBEL FINANCE8% 89.
MMOTOT|.8%91OT
SECJMmC^WM
SUMITOMO nN49lira
VWnMBAN PV8AUTUS% I

WORLD BANK7% 99

REYNOLDS KJ.JV 9
AUSTBV 90

—

A8STWUA* BOUJIR
STMions toN <5BMW FINANCE 14% 92 100 1029
DEUTSCHE BK FIB«% 91 75 973
GMAC AUSTRALIA 14 V 91 60 1011
WESTWACBANIONC12V 90 30 96V

BARCLAYSJERSEY9% 93.
BKmsHOKVQEHU% 91
DENMARK 10 V B9
E.EX. 11% 94
EMHARTCORP U98
HALIFAX BJ.9% 93
MT^TAND.ELEC11%B9
INTERAMER DEV 11%9S^—
IRELAND 11% 99

! :

KNEtHETBX 10% 92.
LAND SECS9 V 07
LEEK POTUAHEJIT9V 93
MnSvBBHI FIN 01101190
SANRBURY 10V 93
WORLD BANK 10% 89 -
WORLD BANKU% 95

06/TO*?

WABRAHH
CASWCOMPWTEK—
DOW* MINING 20/07/90
FUJTTACORPS— 09/09/91
FUJITSU
««KE_ — OTA
KUBN BREWERY.
P41NEBEAC0-*
NIPPON MEAT PACKERS.
soasm house
SMMKCMFS
SOW COW
TOYOTA MOTOR—

250 93% -V
30 99% -%
75 «V -V
30 100% J
35 96% -4,

100 98% -%
30 99% 0
»» 99% -1%
30 100 -1
50 96% -V

200 Bb% -%
50 91? -%
30 9B% -%
60 971, -V
100 9B% -%
100 U0% -1

I

-*
i
*1%

I 42%
-%

1%
<34%

-2%
*4%
-U%

0J2

719

7.48
8.96
7JO
7J0
7j66
84«
BJ»
8.22
7B9
8.42
738
7.93
7M
7.72
8.75
739
B40
836
039
833
7.99
836
077
937

819
730

13.49
1342
1342
1SJM

1347
12.11
1386
1122
1U1
1131
16.73
U-4J
U3B
UL89
1135
1163
U.9B
1135
1348
1238

1M
12.42
009
060

10 J&O

3231
438
3439
-036
1.77
0.09

-1932
1239

WARRANTS
AECM992-
AgCOATESeOWIO*,
AVON CAPITAL993—1.

M0M2um
naJOUM

CHRYSLER FIN 10%94— 02/03/94
DEN NORSKS CHEDTT894 02/03/90
DEN NORSKS CREDITQ% 96. 00108/89
0ENMARK12V92. J - 3U0VW
CEN ELECCRED9%92B 17/12/92
GMAC8V 95B 11/02/91
HOKZIU.7V96
NORDIC IKV BANK7% <

ROYAL OK CANADA,-
SBCFINANCE10% 9B U/Dl/90

BMOmm
prite mte 9t*M
8 0 869

2 892X 0 955
1 -1 7.96
1 -1 822S -IS 1057
« -»* 955

13% 4% 845

5 -% 7.7B

“S^% 9.95
922

STRARNTHMDS: YleW 10KdcmMMfl of the mM-prk*. Amocrt bsoed kexprestdhmUltem toils except forYea boate, where Hb in bUI/OW.
FHWTWBBATE MOTES; USdo/torunto Indicated. Mjngtaabatesix-rnotflioffered rattfar USdeDan. Ucpn^current cbugor.
GONVUrULE BOMBS: l/S Dollars imles Indicated. Prem-pert4ntag«Dr«i!i lorn of thecumattifealKwte of haring shares via the bond o*erthe mostrecentState price.

WMMHTfc Emiltr vatrant poem -exerdiepfeniluHi overaw«tSKmn price. Bond warraiiex yM-eOTCtaefieldatcoratwarrant price. doilns prices on DECEMBER Z

Die FiiBKlBl Times Ltd, 1988. Reproduction la wtwte or la part in am form not pcrdiKUd wttlmt wHttcn eoiMnL D*u swlkd by AaodMlgo of tatenHUonl Bond Dealers.



es

>«S3aSl<f
lest^mer

rf3@Mo - Cieart?
6

of* *** tfffijfi

S * m
i£S.a*®ociateH
I
?5 teg

l^usSSL1*

^ *n Mo teiii

*>Pte hSSS^
S He«*u2**
because
te- Tte „«>“&»

«mmlnee
h
fej*

UffiBiSa
km the obfto^S*tt
Wed, hoi^J*J*
*° ^ve “»
? oppcrtunit?^

?-*«4sa
non Holbertgg

tt T»V -

““ « - B

«W o»-
So«< ** rat
ijj :» c
*V *,.
sx <s
ur. *•, -n

: eta :»., -,

M Ckia
I*aat *a *b AN

*>. •». U

V 1fmJ£\

FINANCIAL TIMES MONDAY DECEMBER 5 1988

INTERNATIONAL CAPITAL MARKETS AND COMPANIES

SIB relents on Eurobond pricing
By Norma Cohen

JHEUK Securities and
investments Board has aban-
doned efforts to harden roles
controlling price mariipnia%y
of new Eurobond issues, ft is
tte latest sign of a change in
approach at, the regulatory
body since Mr David Walker
succeeded Sir Kenneth Warrm
as rfuriWHMH _

New rules published last
week by the the Association of
International Bond Dealers,,
the designated investment
exchange for Eurobond trad-
ing, .-concentrate on how
trading- of -new- issues Is
reported, rather than on how
firms ahmiM behave towards
each other ' and towards
their customers.
At issue is the question of

stabilisation, the process of
maintaining an appropriate
market price for a new issue.

Considered by some to be little

more than market manipula-
tion, the practice is legal under
file Financial Services Act If

conducted in accordance with
prescribed rules oh an
approved exchange.

Earlier expectations that the
SIB would insist on signifi-

cantly more restrictive rules
on new Eurobond issues led to
complaints from outside the
UK that an international mar-
ket such as that in Eurobonds
should not be governed by
Eogbsblaw.
Although 70 per cant of aU

Eurobond business Is con-
ducted in London, most of the

AZBD’s 800 members are
located outside the UK.
Mr Walker, a non-executive

director of the Bank of
England, succeeded Sir Ken-
neth in June. Sir Kenneth had
been widely criticised for

introducing a complicated and
legalistic rulebook.
Two weeks ago, Mr Walker

issued a significantly revised

version of the SIB rulebook
which outlined broad princi-

ples to be followed, rather
than spelling out specific

modes of behaviour.
Although the new rules for

Eurobonds standardise key
Healing terms and definitions,

they stop short of codifying
stabilisation guidelines written

by ti>»» International Primary

Markets Association, a trade
organisation of Eurobond
underwriting houses.
Bringing IPMA's guidelines

Into the AIBD rules would
have made more extreme
attempts at manipulating the

price of new Eurobonds illegal.

Such practices include
“ramping" and “dumping" -
the act of artificially creating
buyers or sellers of an Issue

and then reaping the benefits.

The AIBD has more loosely
worded rules forbidding bad
market practices.

Also, the IPMA guidelines
specify when the stabilisation

period is deemed to end and
what information lead manag-
ers are required to give to
other syndicate members.

KKR expects $6bn Nabisco asset sales
By Our Financial Staff

KOHLBERG KRAVIS Roberta,
the US leveraged, buy-out spe-
cialist which last week won the
*26bn battle for BJR Nabisco,
has said it expects the sale of
S6bn in various RJR food
assets over the imsk* 12 to 24
months.
But in a joint tetter with Mr

Ross Johnson, president and
chief executive of the US
tobacco and foods group— and
leader of a tired offer for the
company - KKR said it was
under no pressure to make
immediate divestitures.
KKR added it had no specific

plans about asset sales. The
tetter, to RJR employees, said:
“We can assure yon that there
will be no nwms hqufaiatioos of
our assets, or any mass lay-off
of employees. -

“First and foremost, it has
always been a hallmark of

xKfe that the operating man-
agement of companies in
which it wifllfftff investments
continues to operate those
mropanlfta That haTlmartr will
continue at RJR Nabisco"
The letter did not specify Mr

Johnson's fixture rale with BJR
Nabisco.
• Walker Street Associates, a
US ifanitorf partnership, has
taken an 8 per cent stake in
National Intetgroap, the strag-

gling US pharmaceutical distri-

bution, aluminium and steel

group, and said it may propose
a leveraged buy-out of the com-
pany or seek control
Walker, controlled by Mr

Steven M. Mizel of New York,
requested a meeting with man-
agement and is awaiting a
response, according to a filing

with the US Securities &
Exchange CcanmlMtan.

• Pillsbnry, the US foods and
restaurants group 'feeing a hos-
tile takeover bid from Grand
Metroplitan of the UK, has
signed a definitive agreement
to sell its grain merchandising
division to ConAgra, the US
mfiHng group.
The division is believed to be

worth less than $100m and
would be sold by GrandMet if

it wins its battle for Pfllsbury.
Ifte US group also said it soki
Ashford Creameries, which
markets frozen desserts and ice

cream, to HUlsdown Holdings
of the UK. Terms of the two
agreements were not disclosed.

• Henley Manufacturing said
a special committee of its

board received an offer from
NOw Hampshire Oak, to buy
all shares not held by Henley
Group for 980 per share cash.

New Hampshire's owners are

Mr Mtehafti Dingman and Mr
Paul Montrone, respectively
chief executive and president
of Henley Group. Henley Man-
ufacturing was spun off last

year from Henley Group.
• Zenith Electronics, the US
consumer electronics producer,
said Brookhurst Partners had
agreed to terminate its solicita-

tion of consents from share-
holders in its effort to oust cur-
rent management and force
sale of the company.

Zenith and Brookhurst, in a
joint announcement, quoted
Mr Herbert Abelow, Brook-
hurst principal partner, as say-
ing: “The continuing efforts of

Zenith's management and
board have persuaded the com-
pany’s shareholders that
Zenith is pursuing programmes
that will wnaidmiaA shareholder
value."

Stet share swaps outlined I Chief for bonds council
STET, THE Italian state
telecommunications holding
company, said a share swap
scheme has been proposed for

the planned incorporation of
its main operating unite that

was announced last March,
writes Oar financial Staff!

The proposal, made by a
panel of independent experts,
calls far shareholders of Sip,

the telephone company, to
receive four Stet shares for
every five Sip shares held.

Holders . of Italcable. the

overseas carrier, would receive

three Stet shares for each Ital-

cable share held. Stet said the
swap ratio was valid for both
ordinary ami savings shares.

Stet, which is part of the
state industrial holding Istitnto

per la Ricostruzhme Industri-

ale (HU), said a final decision

on file share exchange would
be whhIh by the boards ot the
companies involved.

.Stet, Sip and Ttalcahle are
traded on the Milan Stock
Exchange.

THE Eurobond market’s
twoyear-old Council of Report-
ing Dealers (CRD) has elected
Mr Jerome Goldstein its chair-

man, replacing Mr Thomas
Beacham, who has held the
post since the CRD was estab-
Hshed, writes Nonna Cohen.

The CRD is a committee of

the Association of Interna-
tional Bond Dealers (AIBD). It

has 120 Eurobond houses as
members, all of which make
markets in Eurobonds.
Mr Goldstein, managing

director in charge erf bond trad-

ing at Sanwa International, is

also one of a three-member
panel of trouble shooters
which arbitrates disputes
between AIBD members. He is

probably best known for
orchestrating efforts to main-
tain liquidity in the market in
perpetual and dated floating

rate notes when those markets
nriilapstnl in late 1986 and 1987.

Mr Beacham has been a
managing director at Wood
Gundy.

ThfeanrKXjncementappearsas a matterof record only.
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Taiwan SE
records

biggest

one-day fall
By Our Financial Staff

SHARE PRICES in Taiwan
plunged on Saturday in the
biggest one-day loss in the
Taiwan Stock Exchange’s his-

tory, amid renewed nervous-

ness over a new capital gains

tax on share trading.

The exchange's weighted
index lost 300.90 points to
close at 6.450L33, as analysts

said Investors withdrew
because of uncertainty over
the market trend.
“With no fresh news boost-

ing buying interest, investors
switched their attention to the

coming reuspositian of the
capital tax, which they
regard as a blow to booming
business," said Mr Teddy
Yang, an analyst with Fore-
most Securities.

The Government announced
on September 24 it would
reimpose a capital gains tax
on share profits from January
1989. The announcement
prompted a 19-day slide in
share prices in October.
Traders said the banking

sector led the market lower on
Saturday. Chang Hwa Com-
mercial Bank plunged T$31 to

T$735 (US$26), First Commer-
cial Bemk dropped TJ27 to
TJ718 and Hua Nan Commer-
cial Bank plummeted 1432 to
14738. Losers outpaced gainers
by 142 to 11, with three stocks
ending unchanged.
Mr Yang predicted that the

Index will seesaw between
6,000 points and 7,000 points
next week. It had reached an
all-time peak of 8,7ffl.78 imme-
diately before the government
September announcement

MAN’s global

profits 24% up
By Our Financial Staff

MAN, the West German heavy
engineering, automotive and
construction group, said Its

worldwide group net income
rose 24 per cent to DM202m
($ll7m) in the year to June 30,

from DM163m in fiscal 1987.

Worldwide sales were flat at
DM14^6fan against DMIS.Obn
in the previous fiscal year.
MAN has switched to report-

ing worldwide group earnings
from domestic group results.

Strong final quarter lifts

Bank of Nova Scotia
By David Owen in Toronto

BANK OF Nova Scotia,
Canada’s fourth largest char-
tered bank, has reported sub-
stantially unproved fourth-
quarter earnings due to solid

growth in its core businesses.
In all, income for the period

totalled CJQ39m (Ussuam) or
72 cents a share, compared
with C$ll9m or 69 cents a year
ago. Profits for the year ended
October 81 were a record
C$506-6m or C$2.74 a share,
against a loss of CS213.7m or

CJU5 in fiscal 1987.

The year-ago figure includes

a large C369&Sm special provi-

sion relating to an Increase in
reserves on loans to troubled
Third World countries. Exclu-

ding this charge, 1987 net
income was C$479£m or C$2.78.

The decline in per share
«pynftign is explained by the
issue of 14.1m new shares in

the acquisition of Scotia-

McLeod, the bank’s wholly-

owned securities arm.
ScotiaMcLeod. whose results

since March 29 are included in

the earnings figures, reported a

loss of C$10.2m as a result of

reduced investor activity. The
unit was also a major factor

behind a Z&2 per cent year-on-

year increase in non-interest

expenses to CSL4bn.
During the year, the bank

raised its provision on loans to

the designated group of 38
developing countries by a fur-

ther C$416,4m to 45 pm cent of

exposure.
Total assets in 1988 rose to

Hudson’s Bay cuts losses

as stores side improves
By Robert Gtbbens in Montreal

THE HUDSON’S Bay Company
is gradually turning round ite

department store business
across Canada, through
restructuring and modernisa-
tion, and its real estate devel-
opment subsidiary is doing
much better.

The Bay’s loss before
extraordinary items for the
first nine months ended Octo-

ber 31 was CS27.4m (US$23JQm)
or C$157 a share, down from a
deficit of C$136.7m or C$5.32 a
share a year earlier, on reve-

nues of C$3.lbn against
CS3.3bn after extraordinary
items. The final loss was
C$54.4m against a loss of
C$l53m a year earlier.

The third quarter showed a
net profit before extraordinary
items of C$2m against a loss of
C$94m a year earlier on reve-
nues of CtLlbn, unchanged.
The Bay said the better

trend should continue in the
fourth quarter with special
strengths in the Zellers mass
merchandising division and
also Markborough Properties.

The Bay and Simpsons, the
two department store chain
subsidiaries hit hardest by spe-

cialty stores this decade,
should do better on an operat-

ing basis.
The Bay’s interest costs in

the first nine months were
down C$5m to C$148m.

Grace to sell mine stake
By Kenneth Gooding, Mining Correspondent

W.R. GRACE, the US
chemicals group. Is to sell its

50 per cent interest in the Four
Corners phosphate mine in Flo-

rida for over $100m cash, in
another move rationalising the
US phosphate industry.

The buyer is IMC Fertiliser

Group, part of International
Minerals & Chemical, the
world’s largest private enter-
prise producer of basic fertil-

iser raw materials and owner
of the Other half of the mine.

Operations at Four Corners
have been suspended since
1966 because of unfavourable
fertiliser market conditions but
are scheduled to resume early

next year, when the deal
should be completed. Grace
was holder of the largest
reserves of Florida phosphate
but has since been quitting.

C$717bn (including C$3.3bn
associated with ScotiaMcLeod),
from C$7L4bn a year ago.
• The 70 member firms of the
Toronto Stock Exchange
incurred combined losses of
C$48.9m in the third quarter,
reflecting the continuing
dearth of retail business in the
Canadian securities industry-

hi the year-earlier period, the

same firms had racked up
shared profits of C$3L3m.
The figures brought com-

bined losses in the year to date

to C$47An, versus a profit of
C$193.7m in 1987. In the first

nine months of this year, the
average value of stock trading
in Toronto was C$5.6bn a
month - a decline of 35 per
cent from C$8.7bn a month.

Seagate to

axe 1,000
jobs in US
By Our Financial Staff

SEAGATE TECHNOLOGY, the
California-based concern which
is the world's largest maker of
hard disk drives for small com-
puters, is to cut ite domestic
workforce by 20 per cent or
1,000 jobs, due to "the industry
imbalance between production
capacity and market demand."
Mr Alan Shugart, chairman,

said the action was necessary
to improve both our immedi-
ate financial position and
future growth potential” The
announcement comes two
weeks after Seagate said it was
reducing ite Singapore work-
force by 800.

Seagate said it had no esti-

mates of the cost of the staff

reductions, and added that it

did not see the need for any
further retrenchment.
Mr James Stone, a Merrill

Lynch analyst, said the cuts
resulted from Seagate’s deci-

sion to increase capacity In the
past few years in expectation
of a greater market for its

products.
Seagate had profits of $77^m

or $L54 a share in the year
ended June, on sales of
$L26bn. Mr Stone expects it to
report a loss of 85 cents per
share for its current year,
before recovering in 198890.
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British Steel offer

3.3 times subscribed
A long journey but the way ahead looks clear
Clay Harris reports on Philip Ling, the man in the driving seat at Haden MacLellan Holdings

ByPMHpCogsm
THE UK public offer of nhaqjg
in British Steel was 3jl apws
subscribed, with around
650,000 investors, employees
and pensioners applying ter
about L5bn shares.
The success of the issue,

which had appeared to be
endangered by last week’s
depressed stocfcmarket, may
posh the shares to a healthy
yiemimu. when dealings begin
at 2JB0 pjn. today.
Both clawbacks were trig-

gered and therefore there may
be unsatisfied overseas mid UK
institutional demand for the
shares. The premium Is expec-

ted to be between 5p and Up
on the BOp first instalment
price.
As expected, the Govern-

ment has scaled down the
applications instead of holding
a ballot Private investors will

therefore know how many
shares they will be receiving

and will be able to deal before

allotment letters axe sent out
cm December 12.

The scaling down has been
skewed to favour the smelter
investor. All those who applied

for 1,000 shares or less - which
means some 500,000 people ?

will receive their fdu afioca-

ttons.

Clayforxn, which was
thwarted in a £108m bid for

Stead & Simpson, shoe retailer,

during the summer, said the

BRITISH STEEL
SHARE ALLOCATION
Humber

appHotf for

Number
aHocsted

Up to 1,000 In full

1J3M 1,200
XDM 1,800
s^soo 1,000
3,080 2,100
3^00 %400
4,063 2£00
Ajsaa 2,800
5,000 3.000
8,00(1

7,000 4400
8JQ0 AJMO
ojum sjooo
10,000 4000
15,G®0 AMO
20^000 7,500

2SJDOO or mm .30%

Following the clawbacks,
some 42 per cent of the issue

will go to the UK public- 33
per cent was placed with UK
tnsBtntwiMe

Overseas investors have
been allocated 25 per cent at
the Issue, split between the US
(9.1 per cent). Japan (7.4 per
cent), Europe (6.1 per cent) and
Canada (2-3 per cent),

Underwriting costs for the
£2.5bn offer looks sat to be
around eog-flm-

redeveHopment the prime site

in the centre ofLeedswhich its

flagship store occupied.

The Schofield Centre is

expected to open in September

I
T HAS been a long and
winding road for Mr Philip

Ling. After years at frus-

tration, this veteran of the
rationalisation of Britain's

engineering industry is at last

in the driving seat of his own
company, Haden MacLellan
Holdings, and the highway
ahead looks clear and Straight-

Created through a double
reverse takeover, a typically

audacious Ling move, HMH
bad an inauspicious birth only
weeks before the October 1967

crash. The jitters which fol-

lowed hit hard a key part of its

business; Haden, a leading sup-
plier of automated paint lines

to motor vehicle mannfoctnr-

Last week, however, Mr Ling
said that Haden - which
accounts for half of HMH’s
earnings - had full order
hooks for 1969 on both conti-

nents, and added: “When you
get on a roll like this, it lasts

for three years."
The prospective strength of

ffaifan «mM«1 HMH last Week
to pay £28m to add six more
companies to the other side of
the group: a motley assortment
of 17 engineering operations.

The move underlines SMB’s
strategy: to balance the
organic growth pf Haden with
growth by acqu isition in manu-
facturing and distribution.
Similarly, the US and Europe
(including the UR) now
account for equal shares of foe
group’s earnings*
There is no denying the

diversity of the manufacturing
and distribution side. It

includes foundries and distrib-

utors of industrial fasteners,
stropping agricultural sup-
plies.

The manufacturing product
fist is an engineering cornuco-
pia: steel foils, aerospace fas-

teners, stainless steel toilets,

enamened aroffltantnral panels.
next year. specialist cranes, expanding air
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Clayform in £7m sale

to House of Fraser
By dam Pearson

3LAYFORM Properties,
coperty investment and devd-
qpmeni group, is selling Scho-

ields, its Yorkshire depart-

ment store, to House of Fraser

Stores) for £6.76m cash.

ds would go towards

Schofields, a family-run busi-

ness, was to obtain in 1964for

shafts for winding and unwind-
ing, actuator rings for Jet
engines and corrugated protec-

tive mutoHalw,

Where's the synergy? Don't
look fm* it- “We run It as a
conglomerate," says Mr ling.
"We don’t pretend that the
companies have any relation-

ship to each other. They’re all

successful in their own rig*1*-"

The one common feature
tfrwt «ti fly hmh com-
panies have - and the new
ones should have by the end of
1989 - is an operating return
an sales exceeding 10 per cent
and a return on capital
employed of at least 35 per
cent
Mr Rory Sweetman at Bar-

clays de Zoete Wedd describes
these businesses as a "cash
machine." He notes that HMH
has not only increased profits

and cash flow from companies
which had (dd-feshioned prod-
ucts or were low-margin com-
ponent businesses, but also
increased growth potential by
adding finished products to
their range.
At Haden, meanwhile,

organic growth will come in
part from new paint-fine prod-
ucts such as an oven for curing
print on plastic components, a
procedme for which heat must
be held within a narrow HHle-
gree band-
But also central to Haden’s

future is a paint sludge pro-

cessing system, the first of
which has been installed for
Chrysler is Detroit. The
machine breaks down toxic
sludge into non-toxic powder
which is recycled as raw mate-
rial for p™*-
Thls service Is worth |2m

(£Llm) a year to Chrysler,
because Haden does not sen
the machine, only leases and
operates it with its own
employees on the customer's
premises. In part, this is

because a customer might
baulk at the price Haden would
charge in an outright sale, but
is willing to pay a hefty armnsl
foe toremove one ofthe thorni-
est environmental problems
faring motor manufacturers.
More important is Baden's

determination to keep prying
eyes and hands away from the
technology, "ft is a patented
machme. and as far as Chrys-
ler is concerned, it’s just a
marie box," says Mr ling,
Conscious of the huge poten-

tial legal risks involved in han-
dling toxic waste, Haden
resisted, however, Chrysler

1
a

efforts to malm it assume lia-

bility. "We are processing on
their behalf,*' says Mr Ling.

Thor own the stodge and the
powder throughout.’'

Ifboth sides ofHMHare run-
ning at full steam now, it

makes a big change for Mr
Ting

,
who less than two years

ago appeared destined to be yet

another Z970b whiz-kid with a
great future behind him.
The low point of his 15-year

career in industry - he is still

only 42 « was reached early in
1987 with the conclusion of Ms
£201xn management buy-in tod
for Simon Engineering.
Under the offer's complex

structure, a highly leveraged
company set up specially for

the tod wtxild have achieved a
38 per cent stake in Simon if

new management - led by Mr
Ling - could achieve a 60 per
cart Increase in its share price.

The bid won the support of
only 7 per cent of Simon share-
holders.

The comprehensive rejection
was the latest frustration in an
industrial career which got off

to a flying start at the age of 27
overseeing Mr Oliver Jessel’s

efforts to rationalise the
remains of Britain’s private
steel sector.

After nine years as general
manager of Johnson & Firth
Brown, the company which
survived - although heavily
hardened by debt - the col-

lapse of the rest of the Jessel

empire, Mr Ling moved to Lon-
don A Midlimih industrials in
1982.

But hopes, shared by col-

leagues Mr CUve Mayhead and
Mr Mel Hawley, of developing
LMI were thwarted by top

So Mr Ling left in 1984 after

only two years to join Haden,
an engineering group which
shortly afterwards found itself

the target of a hostile takeover
bid from Trafalgar House.

fn defence, executives led by
Mr Ling and Mr Art Geiger put
together a management buy-
out worth £55m. Although
nnremarkaMy now, in
1985 tins was the largest ever

UK buy-out and all the more
unusual for its success In stav-

ing off a much larger and
rit»iwr bidder.

Mr Mayhead and Mr Hawley
stayed on at LMI until the bit-

ter end, an agreed takeover by
Williams Holdings in 1966. By
that .time, Haden had sold its

UK building services
operations to BICC, and Mr
ling bad withdrawn to a non-
executive role.

He was free to team up with
ex-LM colleagues to form Bal-

eworth, a private concern
which bought from Williams 18
wnrinflBring companies, includ-

ing 12 which bad been part of

LML
After the Simon episode, Mr

Ling concentrated on Hale-
worth, re-emerging in October

1987 to iitfect ft and Haden into

P&W MacLellan, sleepy - but
listed - owner of the agricul-

ture equipment supplier Spald-

ing.

With last week’s acquisitions

from Williams,Mr Ling and Us
colleagues have regained con-

trol over all of what used to be

LMJ. with the exception of

den supplies brands such as

Banbury conservatories rad
Larch-Lap fencing. Five of the

companies can trace theirjaslt

gree all the way back to JFB.

Although Haden and Hale-

worth were already, separately,

making their way at the time,

the Simon bid was a turning

twine for Mr Ling. He remains
convinced of the merits of his

case but says: "My conclusion

after Simon is that It’s not
worth struggling with uncon-

ventional financing-"

A more important change,
however, is the executive team
around him. In addition to

Messrs Hawley, Mayhead and
Geiger, the ltoe-up is rounded

off by Mr Richard Taylor, head

of Haden Europe. All except

one are in their 40s; all. It

seems, are kindred spirits. "At
the other companies, I always
hud to accommodate people
who didn’t share my style,"

TmmHfcnra 80 for have 00326

well out of HMH. Since their

post-crash debut in November
ton year, HMH shares have
outperformed the FT-A All

Share index by 160 per cent -
wnd Simon’s by 70 per cent

After the £22m rights issue

launched last week, HMH will

have a market capitalisation of

about £l20m. And yet, on
BZWs forecast pre-tax profits

of £24m for 1989, the shares

stand only on a prospective p/e

of 7, a definite handicap for

ambitions eventually to
acquire a third leg for the

group.
Welcome to the bear market,

Mr ling.
With a different choice of

companies earlier an, might he
not now be running a group
the size of great bull-market
rwoHrmc <air.h as Williams or

Be to regret nothing.

Harder Rma«, he believes, will

sort out the sheep from the
goats. Industrial and financial

success, says Mr Ling, will cre-

ate its own reward and failure

will not have the cover of a
rising market.

Old enough to have learnt

first hand the industrial les-

sons of the 1970s and early

1980s, he is young enough to

apply them to whatever comes
next

PatersonZochonis
1988 —

SUMMARYOFRESULTS
Year ended 31stMay 1988 1987

Turnover £1903m £207.9kn

Pnafitbe&reiax £242m £333m
Profit after lax £14.9m £2Um
Earnings pershare 2939p 42.74p

Total dividends pershare 7JS0p 7-10p

Pre-tax profits werebroadly in finewith
expectationspraviusty
Thegroups financial investments came
through last ycarfc stockmaxkct crash relatively

well and thebalance sheethas farther

Cnssoos
TheGossansgroupconfirmed tomake
satisfactory progress IntbeUnitcd Kingdom and
Australia,whereanew detergent factorywas
bronghtmmoperationinwards dieend ofthe

Total dividends were increased by
approximately 10%.

WestAfrica

*8?
yean -

Par Eastope arebeing expanded and now

throughoutWest Africawere themajor
wifliiwenn both tnnmverand profits.

Nevertheless, in Nigeria, thegroup
maintained its shareofthe total market

In theFrench speaking countries trading

conditions were extremely depressed and
losses were inclined. Activities havebeen
pfUwa^^aitiateMiny^

apd Hpng Kong.

CurrentYear
TheaSmarimi in Nigeria remain*tmAawyl sutA

is broadly similarin theother Westand Central
Afijcanctwmtries. Cussons continues to

operations.

BZJ

30thNovember1988 are thatgroup pre-tax
profits wiD be broadly in linewith thoseofthe
previous half-year;

PATERSON ZOCHONIS FLC,BRIDGEWATERHOUSE,
£0 WHITWORTH STREET,MANCHESTERMl 6LU

Africa,UnitedKingdom& Europe^
AriwiiAftrEat

*
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Money presses switch from distribution
Hugo Dixon examines the strategy behind the planned restructuring at Unitech

M r peter curry.
chairman of nriifeyh,
nas .always prided

IU®seiT on Ms aimhle-fijoted-

£^5 S“ 26 years since he
founded Unitech, be has tatam
it from being a holding com-

«» start-ups in the elec-
ttgics Industry to one of the
UK’s leading distributors of
c”S*conjc components.
Bis latest plan, which Is con-

fer?®11* on the successful com-
pletion of Unitech’s $327m
agreed bid tor Veeco, the
world’s leading supplier of
high-end power supplies,
involves a complete switch
away from distribution and a
concentration on marrafactur-

also involves the establish-
rpgnt of a multinatlcmal group
with its activities fairly evenly
spread in' the world’s three
main markets - Europe, the US
and Japan. At the end of the
process. Unitech wffl he hardly
recognisable as the mwb com-
pany.
The restructuring strategy

has three elements. First,
Veeco, which is strong in
Japan and.the US but weak in
Europe, wffl be integrated with
Unitech’s much smaller manu-
facturing businesses, which
have their main focus in
Europe.

Second, Unitech win dispose
of its distribution businesses,
which at present account for
just over half of group tnra-
oyer but a smaller proportion
of profits. Finally, Unitech will
probably sell the 20 per cent of
Veeco's business which is not

concerned with the manufac-
ture of power supplies.

Two questions spring to
mind: Why does Unitech want
to become more immersed in
manufacturing? And why does
it fed the need to get out of
distribution, which has been
its mainstay for so long?
Unitech wants Veeco so

badly because of the way that
the electronic components
business is changing. Multina-

tional computer and telecom-
munications companies -

which are both Unitech’s and
Veeco's main cheats - are buy-
ing larger amounts of compo-
nents from a smaller number
of suppliers.

hi particular, they want all

of their plants around the
world to be supplied with the
same components so that they
«vt streamline thotr manufac-
turing processes.
Unitech manufactures three

types of component: power
supplies, which convert alter-

nating current to direct cur-
rent; connectors; and control
products, which monitor tem-
perature and other variables in
a piece of equipment. In none
of these areas does Unitech fed
it tyre sufficient size to address
a worldwide marketplace.
The proposed acquisition of

Veeco, which is due to be voted
on by Unitech shareholders an
December 12, will transform
the position in power supplies.
The idea is that Veeco’s outlets
in the Far East and the US will

sell Unitech’s products, while
Unitech will do the same for.

Veeco’s products in Europe.

Unitech turnover
Before £217m After£270m

Bar East

lines with little synergy
between them has meant the

group has lacked focus. “There
has been some confusion about

whether Unitech is a distribu-

tor or a manufacturer,” says
Mr Curry.
Even so. the main reason for

wanting to get out of distribu-

tion is money. Unitech’s share

price of I99p, giving a multiple

of 10 times historic earnings,

was too low in Peter Curry’s
judgement to finance tt with a
rights issue. But relying on
debt, when Unitech’s capitalis-

- Distribution Instrumentation

(Me Curry says that the two
company’s product lines are
compatible, not competitive).
When volumes build up to suf-

ficient quantities, manufactur-
ing will be transferred from
factories in one continent to
the others.

Mr Curry expects Veeco’s
strong position in Japan to be
particularly valuable, as pres-
sure for Japanese electronics
companies to build factories in
Europe intensifies. At present,
only consumer electronics and
low-end office automation
products are affected, but he
expects sophisticated comput-
ers and telecommunications
products to be drawn into the
net eventually. He intends that
Unitech is ready to simply Jap-

anese companies on a multina-
tional basis when that occurs.
Mr Curry also anticipates

savings on research and devel-

opment expenditure. Unitech,
he says, is already getting its

activities in Europe and the US
to cooperate and share R&D, so
eliminating duplication. This
could be done on a larger scale

if Veeco's R&D activities were
integrated.
So much tor why Unitech

believes it needs Veeco. The
need to dispose of the distribu-

tion businesses at the same
time js also partly related to
industrial considerations. The
returns from distribution have
been much lower than the
returns from manufacturing
and having two wain business

ation is less than three-quar-
ters that of its target, would
have left the company over-

geared

The first element of this was
the issue of 16.7m new shares
in July to Elektrowatt, the
Swiss electricity company, at
the above-mariiet price of 300p
for a total consideration of
£50m. This gave Elektrowatt
nearly 30 per cent of Unitech’s
equity and left the group with
net cash of about £20m.
Mr Curry thinks the

of Unitech's distribution
nesses will improve the group’s
cash position by £80m, while
the sale of unwanted Veeco
businesses and retained earn-
ings will bring in another
£40m.
The result of the whole pro-

cess will be that, in a year, the
group will be only £40m in debt
and will be ready to embark on
its next set of acquisitions. The
goal then, says Mr Curry, will

be to build up the international

reach of Unitech's other manu-
facturing divisions.

Levitt Group in joint venture
By Clara Pearson

LOMBARD ODIEH, the private
Geneva bank, is taking the
unusual step of setting up a
fund management joint ven-
ture with Levitt Group, the
financial services concern in
which 1ST Holdings, fast diver-

sifying futures and options bro-

ker, has a 245 per cent stake.

The agreement supplies
Lombard Other’s London oper-

ation, which already oversees
some £2m funds, with access to
Levitt’s British sales force.

Levitt, with just £355m
under the management of its

existing operation, wants to
establish a presence in. the
institutional market. Its clien-

tele consists mainly of wealthy
individuals and companies.
The new vehicle, Levitt

Investment Management Ser-
vices, aims to provide a direct

private client investment ser-

vice, a range of unit trusts and
ppncfrm fimri manapmwnl ser-

vices. Assuming regulatory
approval is obtained, it will
start operations by early next
summer.
LIT, bought its interest in

Levitt about two months ago.

To the Holders of

Series F, ClassF-l FloatingRate Bonds
Due February 20, 2018 T

Pursuant to die Indenture dated as of February 1, 1985

between Sbeaxson Lehman CMO, Inc. as Issuer and Texas

'Commerce Bank as Trustee, notice is hereby given that the

interest rate applicable to the above Bonds for the interest

period November 20. 1988 through February 19, 1989 as

determined in accordance with the applicable provisions of

the Indenture, is 9.8125% per annum. Amount of interest

payable is 5213.4545185 per 510.000 principal amount.

SHEMSMIBBHHCHB,K.

BOARD MEETINGS

Scottish Ice Rink buys
Pheasantry for £lm

TIM Miowmg cctnpml— tare notftad Mbs
of boaitf nwUngi id tfw Stock BccftnB*.
Such maertnem arc usually Mid Vx the pur-

pose of considering dfrndeftds. Otteiai Indica-

Scato are not aittilabto '•> to whether we
dMdenta are Interim or foals and the aub-
dlvTSkxie shown below are based mainly on
Mat year's timetables.

TODAY
' -* *

toMrima Altxorv. Bcaverco, Brawn & Taunts.
Catadon. ClayWtbe. Harmony Latoum Leigh
Intareats. Reject Shop. Sterling Pubftshing.
Finals- Dobson Park. Lexicon, Trafalgar
House.

nmiwi DATES

Chaining
Grand Menopoffian .

Spoytow*
TunstaH

Doc. 14
Dae. 8
Daa 8
Doc a
Decs

This odvertisement is issued in compliance with the regulations of the Council of The International Stock

Exchange of the United Kingdom and Republic of Ireland Limited ("The Stock Exchange"). It does not

constitute an invitation to any person to subscribe for or purchase any shares. Application has been

mode to The Stock Exchange for grant of permission to deal on the Unlisted Securities Market in the

whole of the Company's issued and to be issued ordinary and 8p (net) per share cumulative

convertible preference share capital. It is emphasised that no application has been mode for these

securities to be admitted to listing.

APOLLO
Apollo Metals pic

fincotoorotod at Corefiffunderthe CompaniesActs 1948 to 198L with No. 1974559)

PLACING by

Griffiths and Lamb
of4,310,345 ordinary shares of lOp each at 58p per share and

of 1 000,000 8p (net) per share cumulative convertible preference

shares of lOp each at lOOp per share payable in full on application

Authorised

£1.300,000

£100,000

SHARE CAPITAL

ordinary shares of lOp each

Issuedand
to be issued

fully paid

£1,142.572

£100,000

high technology engineering compomas. Je Group he

processors and distributors of aluminium plate and bar

[L-ji. « Addenbrooke. o division of Notional lavesimau wiwK * —

•

1^077386 at rheordinar/ shares and 250,000“ of the 8p (net) per share cumulatrve
,U///

S5ra nrthforence shores in fheir rale as second distributor.

are <™i,able *» Extd Unlisted Security Market

^L^CoDies of the prospectus and extel cards can be obtained from the Company

A^uncemente Office, Thelntemational Stock Exchange, 46 Finsbury Square, London EC2

foj^ busin^days and until 19th December, 1988andfrom:

, Griffithsand Lamb, Margetts&Addenbrooke
Apollo Metals p*c,

York House, National Investment Group PIC
Apc

f° 38 Great Charles Street, Salisbury House,

1° BirminahomWSJY London Wall.
Birmingham B? 4SJ London EC2M 5SX

5th December, 1988

By Clare Pearson
SCOTTISH ICE Rink Co (1928),

one of the smallest of quoted
companies, is making a bid to
emerge from its obscurity with
the purchase of The Pheasan-
try Group, best known for its

Italian restaurant and wine bar
on London's King’s Road.
The £950,000 initial consider-

ation is being satisfied by the
issue of 500,000 new ordinary
shares and £550,000 in cash,
which is being financed by a
placing of 715,000 new ordinary
shares. There is a deferred con-
sideration of up to £300,000
shares depending on profits.

The Pheasantry, with four
central London nine bars and
restaurant sites, incurred a

pre-tax loss, of £85,000 in the
year to end-June, but Scottish
Ice is confident of turning tt

round with the proper finan

cial expertise. Net assets stood
at £847,000 at the balance sheet
date.

Mr Roger Peters, accountant,
and Mr Clive Hamiiton-Mudge
took over the management of
Scottish Ice. which suffered a
pre-tax loss of £40,000 in the
year to end-September. after a
consortium of investors,
including Sheffield United
Football Club, took a 25 per
cent stake a year ago.

Scottish ice’s shares were
suspended at 84p last Wednes-
day.

Cranswick profits

fall at midway
Pre-tax profits of Cranswick
Mill Group fell for the six

months ended September 30
from £431,000 to £315,000. The
USM-quoted company is an
animal feeds manufacturer,
pigs wholesaler and grain mer-
chant
Turnover was up from

£2486m to £27.63m while after

tax of £110.000 (£151.000) earn-

ings per lOp share came out at
3.lp (5p). The interim dividend
has been maintained at lA5p
and the board said it intended
to review the final dividend in

the light of the second-half per-
formance.

FT Share Service

The following securities were
added to the Share Information
Service in Saturday’s edition:

Chieftain Group (Section:
lndustrlals).Eco Corporation
(Canadians).Estates & General
Invs. 6% Couv. Pref. (Proper-
ty).Jeyes Group (Chemi-
cals).MelviIle Group (lndustri-

als).Portmeirion Potteries
(Industrials).Racal Telecom
(Electricals).UTC Group 4^8%
Red. Couv. Pref. 1998 (Trusts,
Finance, Land).Utilitech Inc.

(Americans).

U.S- 550,000,000

IBM Credit
Corporation

FtotttJng Rate Yen Linked

Notes due1995

In accordance with the provisions ol

the Notes, notice is hereby given,

that (or the six months (merest

Period fmm December 5. 1988 to

June 5. 1989 the notes win cany an
Merest rate ol 9%% per annum.
The amount payable on June 5
1989 against Cotpon No. 7 wffl be
U.S. $473.96 per U.S. $10,000

principal amount.

By: TteCtew Baok.ILA
Lasioe, Ajani Ba* Q

OecsrtbarS. 1988

Ferry Pickering

withdraws offer

Ferry Pickering, packaging
company, which briefly won
the approval of the board of

Cundell Group for a merger,

has withdrawn its offer, which
had attracted 11.6 per cent
acceptances at first closing
date.

The Ferry offer was first

challenged by Crown Packag-

ing, private company, which
pitched zn with a £28.6m offer.

This was topped by a £33.3m

bid from Dublin-based Jeffer-

son Smurfit. This offer was
favoured by Cundell which
retracted its approval of the
merger with Ferry.

= BIG Finance s
| Company R.V. |
= us. $100,000,000 m
= FLOATING RATE NOTES =
m DUE 1996 5
= In accordance with die prot-indns S
= ofthe Notes, notice is hereby j== given rtut frir the Intense Period ~= 6ch December, 1988 ro ~
= 6th March, 1989 the Notes

_
s

= will bear interest at the rate ol' jc
55 93/8% perannum. j=5 The Coupon amount per == US. S 10.000 Note will be S
= US. 523438. S
= The Interest Rsymcnr Date will be *=

s 6th March. 1989. H
g Samuel Montagu & Co. Limited gS Agent Bank. g

ADVERnSEMBfT RATES

Per
line

(min 3
toes)

C

single
cot cm
(min 3
cine)

c
Appotntnwite
Commensal ft

14.00 47X0

Ind. Property
RosWentfaJ

1240 41X0

Property 10X0 M.00

Opporamittee
BtBlrwww For

UM 4SX0

SoMWdrted 1100 44X0
Ptnonai
Motor Cora.

10X0
'

34X0

Travel

Contractu,

10X0 34X0

Tender* 13.00 44X0

Prmdvrt petitions anUstito
CIO per Single Cohtnn cm extra (Min

JO one)
All prices radwto VAT

For further chMUa write to;

Clssstfied Atfrattooment Ueasgsr
FMAMGUL TIMES, 10 CAMION
STREET. LONDON SC4P «BT

UsS. $46,000,000

Oxford Acceptance Corporation If

Floating Rate Notesdie December 1993

Notice is hereby given that the Rate of Interest has been fixed at

9-375% pJ. and that the interest payable on the relevant interest

Payment Dace, June S. 1989, against Coupon No. 5 in respect

ofU.siS00.000 nominal ofthe Notes wil be US£23,69?92.

Decembers, 1988. London

By. Gtibank. NA. (CSS Dept). Agent Bank CmBANKO

This notice is issued in compliance with the Regulettona of tha Council of The International

Stock Exchange of the United Kingdom and the Republic of Ireland Limited ("The Stock

Exchange"), it does not constitute an offer or Invitation to any person to subscribe hr or
purchase any shares. Application has been made to the Council of The StockExchange hrthe
grant ofpermission to deal in the undermentioned securities of Metro Radio Group pic. in the
Unlisted Securities Market tt Is emphasised that no application has been made for these
securities to be admitted to listing, it is expected that dealings will commence on Thursday,

8December 1988.

Metro Radio Broup pic
IncorporatedinEnglandundertheCompaniesActs 1948to 1987.

RegisteredNumber 1144062

Placing

by

County NatWestWood Mackenzie& Co. Limited

of 1,818,181 Ordinary shares of 5p each at 1 lOp per share

Authorised

£825,000

Share Capital

in Ordinary shares of5p each

Issuedandnow
being issued

fullypaid

£474559

Metro Radio Group pfe operates two independent local ra<£o franchises in the North East of England. The
station! broadcast underthe names 'Metro Radio* and ~Tfm Radio'.

County MMVVast Wood Mackenzie& Co. Umiisd have placed 1,428, 181 ofthe Ordinary shares made available

in die Placing and 380,000 ofthe Ordinary shares made available in tha Placing have been distributed by Wise
Speka limited.

Full particulars of the Company are available through the Extel Unlisted Securities Market Service and copies

may be obtained during normal business hours on any weekday (Saturdays excepted) up to and inckidtng

, 16 December, 1988 from:

County NatWestWood Mackenzie & Co. Limited,

Drapers Gardens.
12Throgmorton Avenue,
London EC2P2ES

Wise Speke Limited,
Commercial Union House,
39 Pilgrim Street,

Newcastle upon Tyne NE1 6RQ

and during normal business hours on 6 and 7 December. 1988, from the Company Announcements Office,

The International StockExchange, 46 Finsbury Square, London EC2A 1 DD.

5 December. 1988

This notice is issued In compliancewith the requirements of the Council ofThe Imemabonal Stock

Exchange ofthe United Kingdom and the Republic of Ireland Limited ("The Stock Exchange"). H

does not constitute an offer or invitation to any person to subscribe for or to purchase any of the

Preference Stock.

Application has been made to the Council of The Stock Exchange for the 9V« per cent
Non-Cumulative Irredeemable Preference Stock of Bank of Scotland to be issued in connection

with the placing to be admitted to the Official List

tt is expected that dealings wiH commence on Monday, 12th December, 1988.

The Governorand Company of the

°^>IU1 OF SCOTLAMD
Constituted by Act of Parliament 1695

Placing by
Cazenove & Co.

of

£100,000,000 nominal of

9V4 per cent. Non-Cumulative Irredeemable

Preference Stock at 102.5p per £1 nominal

of Preference Stock

Bankof Scotland isa major Britishclearing bankwith its headquarters in Edinburgh. Inconjunction
with its subsidiaries it provides a full range of banking services.

Listing particulars relating to Bank of Scotland are available in the statistical services of Extel

Financial Limited and copies may be obtained during usual business hours on any weekday
(Saturdays and public holidays excepted) up to and including 19th December, 1988 from:

—

Bank of Scotland
The Mound

Edinburgh EH1 1YZ

Cazenove & Co.
12Tokanhouae Yard
London EC2R7AN

The British Linen Bank Limited
4 Melville Street

Edinburgh EH37NS

and during usual business hours, for collection only, on 6th and 7th December, 1988 from The
Company Announcements Office. The Stock Exchange, 46-50 Finsbury Square, London EC2A
lOD.

5th December, 1988

UnbedKmgpomand die Repubttc qfinlandUmUedCTbe London Stock Exchange ’j. tt does not constitutean offer

orbaiiatkm to anyperson tosubscribefar orpurchase any securities ofCSKLtmtted.

(Ilf
CSR Limited

IOSS'23)

Introduction toThe London Stock Exchange
Sponsoredby

S. G. Warburg Securities

Brokers to the listing:

Cazenove& Co.

SHARE CAPITAL
Authorised Issued*

2,000,000,000 tnordinarysharesofnominalvalueA51.00 697383,717

afwhkh the followingwere fullypaid 676,513.802

thefollowingwerepaid upas toA80.50pershareand 17,980.915

thefollowingwerepaidupastoAS0.10 pershare 2,889,000

•Asat24thNovember, 2968

CSR Isone ofAustralia's largestcompanies. In Auaralia. it is a leading supplier ofbuildingand construakm
materials, the largestczwsqgar millerand refinerandhasa significant Involvement ia the miningofbauxite

. and iheproductionofalumina andaluminium. TnnmaritmaiW.Mlfa togrowing interestsimhesouAgmwi
United Slates and in Europe, the Group has become one ofthe world's major producersand suppliers of
building and construction materials.

Application has been made to dieCouncil ofTheLondon StockExchange forthe fellypaid676313302 ordi-

nary sharesofnominalvalue AJ1.00 each in CSR Limited to be admitted to the Official List.

Excfange Darfy^ollc^L list, wifl be quoted per share and will be expressed in pounds steriing.
SCX*

Hie registered office ofCSR Limited is at Level 35, 225 Georg: 5treet, Sydney, Australia, 2000.

Listing Particulars relating to CSR limbed are available in the Extel Statistical Service. Copies ofthe Listing
Particulars may beobtainedduring normal business hourson any weekdayup toand includingWednesday
7tii December, 2988 from die CompanyAnnouncements Office ofThe London Stock Exchange (far cotiec-
tion only) and up toand including Ihureday, 22nd December, 1988from S.G.^WarburgSecurities, 1 Finsbury
Avcmie, Iondon EC2M 2PAand Cazenove & Cb., 12 Tokenhouse Yard, London EC2R 7AN.

5tbDecember, 2988
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CRENDON
Hi-Spec Structures

for
Hi-Tech Industries

ICRENDON STRUCTURES UJWrTHJ!
' Lona Crendon. Aylesbury. Bucks.

HP189BB
Tel: Long Crendon (0844) 208481

.

fax: <08441 201622 Tetoc 83249^

CONSTRUCTION CONTRACTS

£96m orders awarded to Trafalgar

House Group companies worldwide

Tunnel
boring
under the
Baltic
JAMES HOWDEN AND CO, a
member of the Bowden Group,
in association with its newly-
acquired specialist tunnel bor-

ing equipment manufacturer,
the German-based WIRTH
MASCHINEN UNO BOHRGER-
ATE FABRIK, has been
awarded a £41m contract to
rfcprign. manufacture and sup-

ply four tunnel boring
machines for the Storebaelt
(the Great Belt) tunnel link in

Denmark.
It is believed that this is the

largest single contract far tun-

nel boring equipment ever
awarded in Europe. Delivery
will take place during the lat-

ter part of 1989.

The Storebaelt is an 18 km
wide channel separating
Jutland and Funen in the west,

from Zealand In the east. A
European and American con-

sortium, the MT Group, has
been awarded the contract to

construct a link between
Funen and Zealand.

The western part of this link

wSZ consist of a bridge joining
Funen to a man-made central

island and the eastern part will

comprise a railway line
through a 7.5 km tunnel.

The prqject will establish a
permanent link costing £L4bn
between the island of Zealand,
on which Copenhagen is sited,

and Funen, already linked by
bridge to the Jutland peninsu-

lar.

The four tunnel-boring
machines will be &7 metres in
diameter and 150 metres in

' length. Powered by 8 x 250kW
(335 hp) hydraulic motors, the
1100-ton moles will bore
through both hard rock and
soft ground conditions. The
system will also provide for the
removal of the sod.

TRAFALGAR SOUSE
CONSTRUCTION has recently

won contracts totalling more
than £96m for a variety of pro-

jects awarded to several of its

operating subsidiaries, both in

the United Kingdom and over-

TROLLOPE & COLLS CON-
STRUCTION has been awarded
a £7m refurbishment contract

in Whitechapel, London, for

Berkeley House. Work on the

five-storey building, which is

located at 95-105 Back Church
Tjme, will involve constructing

an interior to farm 200,000 sq ft

of light industrial units. The
brick is to be retained,

and will be cleaned and
repointed. New aluminium
windows to complement the

brickwork, are being installed

on every elevation. The project

is due far comptettaa in early

1991-
For Arab Bank, Trollope &

Colls City is to complete a
£1.5m fitting out contract, on a
Grade n listed building at 13-15

Moorgate, London, EC2. The
work will involve the supply
and installation of internal fit-

tings in the basement, ground,

first and second floors, of the

five-storey structure.
WILLETT has been awarded

a £4-7m contract to design and

construct a warehouse tor
associate company Trafalgar
Brookmount. The building,
which is known as the 'Logis-

tics Centre”, will be used to
provide a storage and distribu-

tion facility far aircraft spares
for British Aerospace and is

located on the Brooklands
Industrial & Business Park,
near Weybridge, Surrey.
Also at Brooklands, Willett

has been awarded a building
contract worth about £5m for

an extension to a warehouse
and office distribution centre
far Tesco Stores.
At Cannon Street Station,

London, EC4» CEMENTATION
Is undertaking a complex pil-

ing contract for Bovis Con-
struction, which entails con-
structing 45Q tripod piles,

bored to depths of 30 metres.

The site is located beneath the
arches of the station, and
working conditions are very
restricted.

For Babcock Energy,
CLEVELAND BRIDGE is to
manufacture almost 5,000
tonnes of structural steelwork
for the boiler house structure
of the Yue Yang Thermal
power station in the People’s

Republic of China. The con-
tract, valued at £3.7m is due
far completion at the end of

1989.

Cleveland Bridge ifi to carry
out upgrading work on the
main tower cross bracing of
the Forth Road Bridge, Scot-

land, far Lothian County Coun-
cil under a contract worth in
excess of £L6m_

In Tyne and Wear, Cleveland
Bridge has won a £2m contract
to construct part of the New-
castle western by-pass. The
company will build a section of
the by-pass, which Includes the
Blaydon Hangh viaduct, some
960 metres long utilising about
2J00 tonnes of steeL
GAMMON CONSI3UJCTIDN,

owned jointly by Trafalgar
House and Jardine Matiwson,
has won contracts in Hong
Kong and the Peoples Republic
of nhhwi totalling eii Ran They
mrinrte: a £32m contract for
site formation works at the
Hong Kang University of Sci-

ence and Technology; a landfill

project at Junk Bay, Hong.
Kong, worth £2.7m; the con-
struction. of a switching sta-

tion, valued at £2m, for a
132kV cable route from North
Point to Morrison nm zone
substation in Hr-mg ITnng

;
and

a £l.2m bored piling operation
far the consortium building the
new Tate's Cairn Road tunnel
in Hong Kong:

Leisure facilities for Plymouth
SIR ROBERT McALPINE &
SONS has been awarded a
£l5.8m contract by Morgan
Grenfell (Local Authority
Finance) fin: the construction

of the 'Plymouth Pavilions”
leisure and exhibition centre.

The complex, with a total

floor area of 12,000 sq metres,

comprises two large sports
Tig ting designed far specific

leisure activities and the other
far multi-purpose use. These
are basically circular in shape
and are linked by a central
man also based on a circular

Construction generally is of

steel frame on either piled or

part piled and part ground
bearing foundations. The three

steel superstructures are sepa-

rated from the remainder of

the building by separation

joints and stability in the mul-
ti-purpose hall is achieved by
four reinforced concrete stair

towers.
The leisure ball will contain

a single storey ice rink, a two-

storey swimming pool hall

with a spectators gallery, an

upper mall and a four-storey

leisure tower. The finish in the
swimming pool hall will be in

keeping with a Greco-Roman
baths and a Mediterranean vil-

lage. A wrecked galleon will

also be featured in this area.

External work includes an
external plant room and ser-
vice ramp structure, the con-
struction of a roundabout and
junction improvement to the
perimeter roads, general ser-

vice roads and car parking
areas.

Offices development in Newport
A design and build contract,
valued at about dim, has been
awarded to PEARCE CON-
STRUCTION of Bristol. The
scheme is for the first phase erf

120,000 sq ft erf offices at Trede-
gar Park, Newport, far the TSB

Trust Company. Work should
start on site m January 2989
with completion in 18 months.
The building is steel framed

on three levels with fall air

conditioning and raised floors.

The offices will house the lat-

est electronic equipment and
the air conditioning system
has been designed to enable it

to bandlp a large heat output
from the offices with sufficient

capacity to double the loading
in the fixture.

CONTRACTS & TENDERS

' *** • \"*4

METRO (the West Yorkshire Passenger Transport

Executive) is seeking an operator or operators to

provide trolleybus services between Bradford City

Centre and Buttershaw.

METRO intends to provide the overhead wires and
secure the power supply. The successful operator or
operators will be expected to provide vehicles and
maintenance facilities and to operate the services.

Because trolleybus operation is expected, for a given
quality of service, to be. cheaper than conventional

diesel bus operation, the successful operator or

operators will be expected to share part of this

benefit with METRO as a contribution towards
the infrastructure.

The scheme will lead to the first trolleybus operation

in normal service in the UK after a break of nearly
' twenty years, and is an opportunity for progressive

operators to participate in a new mode of public

passenger transport

Prospective operators should contact METRO at the

following address for further details by 9 December.

Secretary and Solicitor,

METRO HOUSE,
West Parade,

Wakefield WF1 INS.
©METRO

METRO IS A PUBLIC BODY FINANCED AND CONTROLLED BV
TOE WEST YORKSHIRE PASSENGER TRANSPORT AUTHORITY

INTERVENTION board for agricultural
PRODUCE INVITATION TO TENDER

Tenders ere Invited tor the urgent supply of 2 x 25.000 tonnes of soft

wheat to Bangladesh tot delivery on FOB stowed and trimmed terms to

an EEC port Loading of 1st 25.000 Ions shall commence no earlier

than 15th January 1989 and no later than 19th February 1969 (or 28
days.

Loading of fad 25,000 tons shall commence no earlier than 1st

February 1989 and no later than 28th February 1989 tor 28 days.

The price tor the supply and transportation costs of the soft wheat tor

to above tenders will be determined on examination of tenders which

must be submitted by noon on 15lh December 1388 to> crops B
(Cereals) intervention Board lor Agricultural Produce, Fountain House,

a Queen's Walk. Reading. Berks RG1 7QW. Tel: Reading (Q734) 683826

Ext. 2911.

Notices Of Invitation to tander

be obtained thorn the above '
with tendering forms may also

SERVICED
apartments
CHELSEA

Vdi died leUxnnBMi. tato ***“
-i. Furnbtwd mri* aad l tati II«s

ram 030 *.*>**/•?**•
Lenta* oflVw, Nall Gwjnta Home

tMiv Axcafi Leadoft SW3 MX
(01)584*5”

•Mex 914358 NGHtPN

KENWOODS
RENTAL

QUALITY FURNISHED
FLATS AND HOUSES
Short and Long Lets

25 Spring St, London W2 JJA
Tel: 01-402 2271 TNtx: 25271

Fax: (01) 262 3750

Wandsworth Borough Cornell

New Intfirktol Healing Schemes.

Contractor vrbbtng to tic comiderod for itlcctioo to tender for the hwtilhlion of

new iwflndnal hairing schemes ul the foflowmg estates. should submii names to ibe

Chief Executive and Director or Administration, Room III, Town Hall.

Wandsworth High Street, London, SWI8 2Pn by 13th Jammy 1989 quoting

reference DH/40.

Aigyte Estate. S.W.19.

Ackroydon Estates, S.W.19.
Httdhnnt Estate. S.W.17.
Patmore Estate, S.WJ.
Surrey Law Estate, S.W.11.

The win he let on an faxfividuat bans and range in estimated contract Table

from £350,000 up to £$00j000. The work wffl involve the prevalent of individual

goo-fired beating and hoi water installations in occupied dweffinp and will also

cntatl an ofcroexa of cJeorieaJ and hoMcrt work.

AD sppBesnts must provide the foBowing information.

(a) the fan name of the company waiting to be considered to tender.

(b) ricfT* of labour force and technical and supervisory naff avaJfisbte

(c) names and addnsses of three technical referee* for whom rimfisr work has

recently been compfcted;

(d) a copy of the company’s latest aadhert acconnts which should be not mare than

dghiecn months (fid;

the name and address of the company's basket;

“'ey statement prod

2(3) of the Health and Safety *1 Work, etc, Acs. 1974.

(N-B. Applicants should refer only to the above-mentioned tebeme asd most not

incorporate replies to other adver tisements placed by Wandsworth Borough Conned.

Late applications wiU not be considered).

It b antliiptscd that tenders wifi be invited from selected contractor* fa April 1989

with a view to commencing on site fa the summer of 1989.

The engineering services for the schemes wflt be provided fey containnt*. to be

appointed shortly, under the direction of Mr. RJ, Sheppard, F-R_I.CS. FtH.

Director of Housing. Town Han. Wandsworth High Street, London, SW18 2PU.

OX. JONES
Chief Executive and
Director of i

acopy of foe company's policy statement producedfa accordance with Section

COMPANY NOTICES

CREDIT FONC1ER
DE FRANCE

ECU 50.000.000."
Floating Rate Notes

1983/1993

Bondholders are hereby
informed that the rate
applicable tor the twenty-
fourth interest period has
been fixed a 1/4 X.

Coupon N° 24 will be
as from February

price Ofi, 1989 at the price
ECU 206, 25 equivalent to

an interest of 90 days,

covering the period from
November 30th, 1988 to
February Zrth, 1989
inclusive.

|

The Refe rence Agent

CREDIT LYONNAIS
LUXEMBOURG

RENT YOUR
HOME

today to rich Americans, We
have too many Impeccable

tenants end not enough quality

homes, m Kensington,
Chelsea. Holland Park and
Surrey. Don't miss this

opportunity.

Caff Flore now at SAUNDERS
of KENSINGTON. 01 581 3028.

BANCO HISPANO
AMERICANO SLA.

INTERNATIONAL DEPOSITARY
RECEIPTS (IDRm) REPRESENT-
ING BANCO BISPANO
AMERICANO S-A. SHARES OP

S60 PESETAS EACH

Banco Hrvpauo Americano SJL.
offai to its sliarehoMai "Gorpore-
dou Flaapcware Hisporoer” ihircs
according to the foflowing condi-

Nomfaal 500 pesetas. Proportion I

CFH dun of pus 300 for 40 8HA
hares betd at ptas4£50 per share.

Subscription period far sharchoMsti:
From 28th November 1988 to 7ih
December 1988

Contact:

Margaa Gsaramy Tint
Cswpaay of New Yncfc

P-O. Bex 161, Morgan Home,
1 Anfd Caret, London EC2R 7AE

Aim, Caster.

Cartody 4 ADR Operstions

HUHLAW PAHTOPMin HjC

Anl1M> toWB No 7U00)

8y Msriocvttf of Courref Sassfan dusd
21st Octofetf HW Am Court sanotienad iho
Sebum* gf Arrengamam rasotvM on ay to*
9p*dal Resolution down msi Jura ism and
dfrscMd FtegtatreSon wtm the RsoDtrar of
Compsnlsa erf (1) copy of tbs totortocutar at

tbs Caret of Tin October 1808 (3) a copy of
IM Scfamo of ArmmpMMM» osndflsd by
tfw sanction lor tfw Companymd (9 a copy
of the undertaking No. 48 rt proem os
osntflod by dw adWtom lor 8t« Company*
and ontorad that notice of saw Registration

when trade, to be ghwn by atoertisemam
one* to dm Edtotwreh Garotte and anca in

eooh ot mo SMstnan and Financial Tiros*

of which Is horatiy nfvan.

DIARY DATES

PARLIAMENTARY
Today

Commons: Elected Authorities

(Northern. Ireland) Bill, second
reading.

Motion on EC documents
relating to Community finance.
Select committee: Public
Accounts: subject, quality of

clinical care in NHS hospitals.
Witnesses: Mr L. Peach, chief
executive, NHS management
board; Mr W. Reid, secretary,
Scottish Home and Health
Department; Mr J. Owen, direc-

tor of NHS in Wales. (Room 16,

£30 pan.)

Tomorrow
Commons: Prevention of Ter-
rorism (Temporary Provisions)

BUI, second reading.
Lords: Children BUI, second
reading.

Question to Government on
action to promote direct inter-

continental air services to
regional airports.
Committee on private bills:

Associated British Ports (No. 2)
twit- North KflHnghnlmp Cargo
Terminal BilL (Room 6, 11
a.m.)

Wedmsday
Commons: Water BUZ, second
reading.
Lords: Debate on high level of
consumer debt
Debate on level at assistance

available to people with mental
illness or mental handicap
moved from residential care to
the community.
Select committees: Environ-
ment: subject, toxic waste. Wit-
nesses: National Association of
Waste Disposal Contractors.
(Room 21, 10.30m)
Foreign Affairs: subject, east-

ern Europe and the Soviet
Union. Witnesses: Prof R.
Amann, director, Centre for

Russian and East European
Studies, University of Birming-
ham, and Mr A. Brown, St.

Antony’s College, Oxford.
(Room 15, 10 30 am.)
Defence: subject, future of

the Brigade of Gurkhas. Wit-
ness: Roger Freeman MP,
Under-Secretary for the Armed
Forces, and officials from the
Ministry of Defence and For-
eign and Commonwealth
Office. (Room 16, 1050 am.)
Agriculture: subject, land

use and forestry. Witnesses:
Forestry Industry Committee
of Great Britain and Timber
Growers UK.fRoom 20, 11.15
am) -

Employment: subject,
employment patterns of the
ovorsds. Witness: Department

of Employment and Training
Agency. (Room 8, 4.15 pm)
Foreign Affairs: subject.

Eastern Europe and the Soviet
Union. Witnesses: Mr C. Dan-
nelly, director, Soviet Studies
Centre. Royal Military Acad*
emy, Sandhurst; Dr M. Light,
Department of International
Relations, London School of
Economics and Mr Ml Mackin-
tosh, formerly of the Cabinet
Office. (Roam 20, 405 pm)
Home Affairs: subject. Foren-

sic Science Service. Witnesses:
Metropolitan Police Crimi-
nal Bar Association. (Room 15,

4.15 pm)
Public Accounts: subject,

implementation of the Com-
mon Agricultural Policy in
Great Britain. Witnesses: Mr
DJL Andrews, permanent sec-

retary, Ministry of Agriculture,
and Mr G. Stapleton, chief
executive. Intervention Board
far Agricultural Produce.
(Room 16, 405 pm)
Transport subject, roads for

the fixture. Witness: Transport
Department (Room 17, 4.15

pm)
Procedure: subject MPa’ con-

duct and alleged abuse of par-

liamentary privilege. Wit-
nesses: Mr David Waddington,
Government Chief Whip, and
Mr Frank Dobson, shadow
Leader of the House. (Room 5,

pm)
Committee on private bills:

Associated British Ports (No. 3)

Bill and North Klllingholme
Cargo Terminal B3L (Room 6,

1050 am)

Thursday
Commons: Water BUI, second
reading.
Lords: debate on directions
given by Home Secretary to
the BBC and IBA to restrict

broadcasting of statements by
Northern Ireland’s terrorist

organisations and their sup-
porters.

Question to Government on
possible restriction of right of

lords to vote in divisions on
the basis of a given number of

attendances over a specified

period.

House of Commons Services
Committee: computer sub-com-
mittee. (Room 13, 1030 am)
Committee on private bills:

Associated British Ports (No. 2)

Bill and North Kffiingholme
Cargo Terminal BilL (Room 6,

1030 am)

Friday
Commons: debate on the Mul-
ti-Fibre Arrangement.

nefautto Butior
Sotidfara
OCtifton Street

London ECJ

Macflebwta
Setotofl

a

27MoMto Start
Edinburgh

FINANCIAL
TODAY

COMPANY WEETlNtJS-
Patorson Zochonl*. Holiday Inn Crowra

Plaza Midland .HaM, PaMr Start. Man-
timtir. izjOQ

BOARD MEETINGS.

Doteon Park
UnJcow
Trafalgar Houaa

Uriah h

Alnsonnwreo
Brown A Tan*
CJtoMtfw
Harmony Lrtaurei Group
Lalfi

Shop

DMDENO AND Ml bHEST PAYMENTS-
AB ElocJrontc products Group Up
Barry Wahmlltor IML 3p
BBwn (PWw) «.Wp
Do. Accum (Lip
Casket 1Jp
Conrad Hmqs. ip
Cftxta tod. Up
GUrtH 21J5CTS.
Hammaraon Prep. inv. & Daw. Carp. 3p
Do. A 3p
Hay (Norman | 0.80p
Khtoston 08 S Gas OJOflp
KMmran. Banoon Qroup Up
Ladbroha Group &9p
Lahti Group XJSp
Lochhoad Carp, rtfcta.

Mtmotypo Carp. 1.70
R4R NsWsco BOcts.

ftockand OJSp
Rockwall ML Oorp, lScts.

ROito-Hoyes 2.1p
Sacurtoas Tnat o» Scotland iSp
Tyiack (W. A.) 3JSp
Vanbrugh Currency Fd. Ptg. A Rad. Prf. L7p
Do. Pig. B Rad. Prt 470p

TOMORROW
COMPANY MEE7BWW-

Crtm Enargy. M Quaan StnM. EdnburQh.
1200

Ktork-Takrtk. Ktsrh (Mhistrfa) Park, waiter
wash Read. KMdarrnlnstar. WciTaafo- -

fare, 12.00
PkatoWt, Station Avanua. Walton-oo-

Thsmaa. Surrey. 8jOO
Scuittoit U&trvpomm Preparv. The AUnv

Horal. BodiwH Straal, GUsgcm. 11-30
BOARD MEETMGS-

Dorohiton ML
Ewans at Loads
Goodman
Haztawood Fooda
Latham (J.)

Ocaortca
Satwaaan (Christian)

Tamms (John)
York Tat
Zambia Cons. Coppar Hnaa
DTVlBtHD AND INTEREST PAYMEMTS-
Arab Banking Corp. (8.8.0) Rtg. Rata Nts.MM $403.40
Cons. Gold Flalda Flo. Old. F*B- Rata Nta.

1886 EISA82
Oemrti O National HWga. 3p
IiimI oMetric Core. So
P & O Property HWga. Ld. 7«a% 1st Mfa.

Dob. 87/02 3.7SPC.
Patera (Michael) Group 2Jfa
Prudential Carp. PBg. Rale Nta. 1888 ESOfiLSI

RBC Canadian Fd. Ptg. Rad Prf. diets.
RaeaPChubb 8»a% Una. Ln. 87/82 tZSpc
Do. 8% Una. Ln-saasapc.

THURSDAY DECOIBER S
COMPANY MEET1NGS-

Backman (A.). 111-113 Great Portland BtaaL
w.. 12m

Praaaac Mdga, The Port House, Boatooka
Houaa. Sawdfaorau NtMngbmm. 3X0

BOARD lIEETMGS

Archer (A- A)
BarisJcrd (3 A W)
Bums Andereon
Chrysalla
Grand Met

{££££• JJ
iimhuus

Anglia Secure Honiaa
Croatia Group
Eldrtdga, Pope & Co.
Leads

Mecca Lafaura
VPI

Group
isss:
Bogod-Palapah
Booth itsta

Capa Inda.

CoaliM Om
Continuous

:

Crosby P.) Group
EquRy Consort Inv. Tat.

Ganaraf Baario
Hartand IBmoo
m. Info Tech.
Joctoh (LeoooitQ
Usrmoirtn«o2cra« Moot
MS inti.

p--—iwnwn rtjoao
Road Exac
rai
YaUawhamroar
DIVIDEND AND DfTBtEST PAYMENTS-
Anglo American bw. Tat SSOcca.

Ora Flnmncm Co. BV fitg. Role Nta. tgpf
8221.18

Cadbuy ScImappsaB* ut Mfa, Dab. 8V83
Afigo.

CnpdiMiTiporf Bank of Korea FUq. Rsm Nta.
Oae. 1886 S413j02

Qtymrad Inti. 7%% Dab. BBAM 8.7Bpfr
Qroannan WIiMay 412% Dab. 87/H2 ZJBpc.
Do. f\,% Dab. 87/BB X82SPC.
BM Credit Coin ns- Rato YoMMad Ns.

S40SS7
Lstftrotnj Grew 8% GKL Una. Uv 90/82 4pa
Nsw camrai WHwaMrorond Areas 78sts.
Maw Zealand Fitg. Ran Nta. 1980 totodi
Paterson ZoolWM Stop
Do. A NV ROSp
Standwrad Chatted (fad. Prim. Cap. FUN

(Sot. 3) SrtPVt
Wstray. Mann & Tinman Hdfla. 7% Rad,

Dab. 88/98 Urn
WEDNESDAY DECEMBER 7

COMPANY MEET1NQ8-
Barrott (Henry) Group. Victoria Hotel,

Bretitonf, tire
Kalamaxoo. Mil Una. Noribflaid. Blmtino-

ham. ii.30
Matawori Demetapmant Pond, 20 ranchmd i

Start. Eft, 1140
Uwtox. Tha Bower Hotol. HoUnwood. Oto-

hsfn.3.00
Modminrtar. 3 Whitehall Com! S.W.. 11J0
BOARD MBHNG3-

Ataxandwr (Wattsrl
Boassa Masshiri Point
FX1 Babcock
Gibbon Lyons
Greycoat
Hunter Ssphlr
Jack L tsreal
Johnson Matthay
MkfcUo Mtsatwinnd (Western Areas)
Optometries (USA)
Osbourne A LitBe

Thom EMI
ToottaU (FL W.)
Vhdan
Zandpan
DIVIDEND AND MlbHEST PAYMOIT5-

Bsntc d Ireland Und. Hto. Rata Prim. Cap.
Ms. S219.B0

Cnaaa Manhattan Carp. FBo- Rata Ms. 2009
S21&44

Fetpuson Ind. Hidas. S.7Sp
Grand Cental Inv. Htdga. (L3Sp
Hongkong d Shsnghol Banking Carp. PrtTL

Cap. Und. FRN 2nd Bar. S10BB1
Kalamazoo l^p
Lonrtxj Finance Cm. COL Bda 3001

SHL7B
M. Y. HidQS. assp
Mtar RDanes (Cayman) LdL OWL FNp- Rata

Serial Nta. 1008 £881-48
Photo-Mo tad. 2.4p
Priest. Mariam Wage. ISp
Reed inti. SK PH i.78p
Do. 716 Prt 2A8p
amtall (WmJ Ip

FRIDAY OECBUBER V
COMPANY MEETINQS-

Phro Oaks Irrvaetmenta. The Savoy Hotel.

Stand. w.C.. u.00
Hlghtand Etactrontes Group, HlqWand Hauae.

8 Old 3Mlne. Brighton. ttJO
WWsrtey. Vinos Lana. Orotiwkh. WbreeataN

shtab 230
BOARD MEET1NGS-

Atoton
Avon ftubber
BTP

Cky Sks
Grainaar Ttit

Hanson
SaatoM A saaaehi

Anted CoUofaa
Aveoco

MM

Crystalata Hkfga.
Greene King A Sons

Srttian i

BoaoomM Prop.
Bristol Evening Pool

pb* ...

Errttfae Houaa
/ticking Rsnteeart

DWIDoIcuuSd IWTHftesr PAYMHUTB-
Alcan Aluminium 30cnu
MltechSlgneJ toe. eticta

Anheuaar-Buach Coe. tac. iSetm.

Boeing 40ct*.

Bridon 2p
Ceftwy amp
Dun 8 Bradstreet Cent,
Eart Rand GoM S Uretaum Co. Id. ISBISrrp

Do. 0 HB137TJ)
Bdara DO. SJScta.

FarnaH Electronics 1-flp _
First Interstate Ovarveaa NVGat Fttg. Rata

Sub- HIS. 10H 01238 ___
SATURDAY DEC&MBEH W

COMPANY MBET1NGS-
.

CretDoy PrfnL Pedmwa Houa*t Hein Lane.

Pa*nore,Sta»hrt»e,iato„
USE- Consortium. VSEL Sporto CtrtyHmN

eoatPsrk. Hawcoa* Len*. BarroertnJHin-

OMXAD AND INTEREST PAYMENT9-
Qreca (W. d) » CO- Sacto
Houston inda- 74ota.

Scott Paper 20cb.
Trenefera Oorp. 600*
Treasury 8% 1981 dpc.

USX Corp. SSOs. __
unoad Tsohnotofllaa CsrpL jgta.

,

SUNDAY oecaflagi.i!
DIVIDEND AND INTEREST PAYMmTS-

Treasury 3% 1982 1Jpe.

Trade Fairs and Exhibitions: UK

December 5-3
, _ . . .

Boyftl Smithfield Show & Agri-

cultural Machinery Exhibition

(01-235 0315)
Saris Court

December 9-12
Clothes Show (01-834 1717)

Olympia

December 16-17

Gash and Cany Fashion Fair

(01-727 1929) _ _ „
Kensington Town Hall

December 3Wanoary 8
Model Engineers Exhibition

(0442 41221) ^
Wembley Centre

January 4-15

London International Boat
Show (0932 854511)

Earls Court
January 5-5 _ .

Holiday and Travel Fair

(021-780 4171)
, .

NEC, Birmingham

Overseas Exhibitions

December 7-16

Children's World Exhibition
(01-437 3344)

Kuwait
December 8-11 _ .

Singapore Informatics Exhibi-

tion (01-589 1943)
Singapore

December 13-18 _
International Defence Equip-

ment Exhibition and Confer-

ence - DEFENCE ASIA
(0494-72940© „ _ ,Bangkok

Jannaxy 11-14
Toy Show <01-930 795©

Hong Kong

January 7-12

International Toy Fur (01-226

6653
Harrogate

January 12-15

Northern Travel Fair (01-891

5061)
G-Mex Centre, Manchester

January 15-18
International Lightshow Exhi-

bition (05SW658)
Olympia

January 17-19

International Contract Floor-

ing Exhibition (021-705 6707)

Olympia

January DM2
Daily Mall International Holi-

day Exhibition (0895-72277)

Alexandra Palace

January 15-19
International Food Fair of
Scandinavia (01-439 0992)

Copenhagen
January 20-23
Leather and Suede Fashion
Exhibition — PIELESPANA
(0494-729406)

Barcelona
January 23-26
Middle East Electronic Com-
munications and Computer
Graphics Shows and confer-

ence (01-466 1961)
Bahrain

January 29-February 1
Irish Crafts Trade Fair (Dublin

884939)
Dublin

Business and management conferences

December 5-6

Royal Institute of International

Affairs/British Institute of

Energy Economists/Interna-
tional Association for Energy
Economics: Third international

energy conference (01-930 2233)

Chatham House, London
December 5-6

Financial Times Conferences:

The outlook for oil (01-925 2323)

Hotel Inter-Continental,
London Wl

December 5-6

F2BEX: National finance direc-

tors* conference (01-837 1133)

Le Meridien Hotel, London

Northern Development Com-
pany/Grant Thornton: Europe
1992 - getting beneath the sur-

face (091 261 2631)

Newcastle upon Tyne
December 8
Business Briefings: Private
enterprise and developing
countries (01-381 1284)

Glaziers pan, London
December 12
The Institute of Chartered
Accountants: Improving busi-

ness performance - today's

challenge (0908 668833)

The Gloucester Hotel, Lon-
don

December 13
The Henley Centre: The UK
economy : boom or bast-
looking at the next five years
(01-353 9961)

The Cavendish Conference
Centre

December 13-14

Financial Times Conferences:
World Telecommunications
(01-925 2323)

Hotel Inter-Continental,
London

December 14
CBI Conferences: Equal pay for

work of equal value - after

Hayward and Pickstone (01079
7400)

Centre Point, London
December IS
Pira: The single European mar-
ket-the enlarged market and
tha implications for packaging
((0372-376161)

Blackburn
January 9-13
Manpgwmpnt Training Consul-

tants: Techniques of supervi-

sory and management training

far trainers (0533-627062)

Leicester

January 10-12

AD 2000 Management Services/

tndevo: Business location strat-

egy (02-977 3474)
The Barbican Centre

January 17-18
Institute for International
Research: Corporate identity

and design management (01-434

1017)

CFS Conference Centre, Lon-
don

Anyone wishing to attend any
ofthe above events is advised to

telephone the organisers to

ensure that then have been no
changes to the details published

FINANCIAL TIMES CONFERENCES
WORLD TELECOMMUNICATIONS
London, 13 & 14 December, 1988

The Financial Times World Telecommunications
Conference wiU open with a forum reviewing the
developing pattern of regulation in world markets
with contributions from Dr H Ungerer, responsible
for Directorate Telecommunications Policy, at the
Commission of the European Communities, Mr
Albert Halprin, Former Common Carrier Bureau
Chief at the Federal Communications Commission
and Professor Bryan Carsberg, Director General
of OFTEL. Charles Coe, President of BellSouth
International will speak on the changing pattern of
competition in the US and Bjorn Weflenius,
Principal Telecommunications Specialist at the
World Bank will review telecommunications in the
developing countries.

The conference will look at the opportunities in
Mobile Communications with papers from Mr Ed
Stalano, Executive Vice President, General
Systems Group Motorola and Mr Ake Lundqvist,
President, Ericsson Radio Systems.

Other subjects to be reviewed include the
implications of the convergence of
telecommunications and broadcasting as well as
developments in business communications and
data networks.

CABLE TELEVISION AND SATELLITE
BROADCASTING
London, 20 & 21 February, 1989

The Financial Times seventh conference on Cable
Television and Satellite Broadcasting is to be held
at a dramatic turning point in the development of
the new media in Europe when the explosion of
choice which has been promised for years is
about to happen and the Government is drawing
up its legislation on the future of British
broadcasting. Tim Renton, UK Broadcasting
Minister is to give the opening address.

Principal speakers looking at satellite competition
in Europe and what the satellites have to offer
incrude: Andrea Caruso, Dr Pierre Meyrat, Jim
Styles and Mark Booth. Elco Brinkman, Dutch
Minister responsible for Cultural Affairs and
Broadcasting and Dr Burkhard Nowotny,
Managing Director of Bundesverband Kable and
Sate Hit will speak on new media developments.

All enquiries should be addressed to the:
Financial Times Conference Organisation,
126 Jermyn Street, London SW1Y 4UJ.
Tel: 01-925 2323 (24-hour answering service)
Teiex: 27347 FT CONF G Fax: 01-925 2125
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SURVEY
With the economy
growing strongly and

an elected head of

government for the
* first time in 12 years,

Thailand's reputation as one of

Asia's most exciting prospects has
been enhanced in the past year. •

But rapid growth is imposing
strains, writes Roger Matthews

Prolonging a
‘golden era’
THAILAND HAS become
fatiniwtiiwany fashionable in
a way which has eluded the
other nations of South-East
Asia. It is perceived as an
exotic, yet safe, destination by
the young upwardly mobile of
Europe and by the holidaying
car workers of Japan who clog
the hotels of Bangkok and Phu-
ket. It is Just liberal enough
not to make vote-buying seem
an insurmountable obstacle to
further democratic progress.

The country has a history of
military coups, but not Of
rtpgtwKsfrsiTig insurrections. It

is surrounded by often awk-
ward neighbours, whose inabil-

ity to manage their own affairs

spills over into Thailand but
has not seriously threatened
its security. Its often cumber-
some and frustrating- bureau-
cracy appears not to have
dented its reputation for lais-

sez-faire capitalism. And for

foreign investors and pundits

it has become Asia’s next most
likely candidate for the equally

fttemonable accolade of newly-
industrialising country.
Maintaining an equilibrium

between these conflicting

trends and characteristics in

order to permit continued high

levels of awmnmic growth will

not be easy. The triumph of

the 1980s has been that, when
the scaleshave been finely bal-

anced, the decisive tilt has

been in a direction to sustain

rather than diminish foreign
and local investor confidence.
During the last week in

November it was instructive to

sit for hours in Bangkok’s
foully polluting traffic jams
reacting accounts of the devas-
tating flooding and grim death
toll in the south of the country
(caused in large part by reck-

lessly irresponsible deforesta-

tion) while still having to give
some credence to assurances
that Thailand has indeed
entered its much publicised

“golden era".

Certainly, the statistics glit-

ter. From 1978-1982 Thailand’s

gross domestic product grew
on average by nearly ? per cent

a year. During the next five

years, which included a world

recession, Thailand still man-
aged 5 per cent, a better perfor-

mance than most comparable
countries. In that time its

exports climbed by over 14 per

cent a year, double the rate of

successful Singapore.

This year export growth
could be close to 25 per cent,

with GDP rising by probably 10

per its best 12 months
since 1978.

Foreign investors have gen-

erally liked what they have
found in Thailand. Scarcely
one could put his hand on his

heart and swear that he has

sot been forced to lubricate the
financial wheels of the coun-

try's officialdom, but once done
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Saduak floating market near Damnoen Saduak, about 35 miles from Bangkok

THAILAND
the comparative advantages
are substantial.

Land prices are still attrac-

tive. building costs highly com-

petitive, but the real attraction

is stffl the size and availability

of the labour force. Last
month, when the minimum
labouring wage was marginally

increased to $3 a day, exagger-

ated muttenngs could be heard

in Bangkok about the dangers

of Thailand pricing itself out of

the Asian investment market.
The argument was that with

per capita GNP last year at

$887, with 65 per cent of the

30m labour force employed in

agriculture and contributing

Just 16 per cent of that GNP,
and with a large pool of unem-
ployed and underemployed to

be mopped up, no increase in

the minimum wage could be
economically justified. Few
red-blooded entrepreneurs,
who tend to be thick on the

ground in Thailand, found any
fault in the logic of the argu-

ment
For them, self-interest and

national interest are virtually

synonymous. What is good for

business must be good for

Thailand. The snag is that

since August, and rather

against the odds, Thailand has

had an elected government the

first for 12 years.

Getting elected is not cheap.

Indeed, the impact of candi-

dates’ spending activities on

domestic demand is a factor

considered by economic plan-

ners. It is also expected that

subsequent government deci-

sions would in part reflect the

need to recoup election

expenses. What is more novel,

and therefore unpredictable, is

that elected ministers appear

to feel themselves susceptible

to popular pressure.

General Prem Tinsulanonda,

the longest-serving of Thai-
land's modem prime ministers
whose eight-year tenure ended
in August, was not elected. He
had. of course, to be acceptable
to the monarchy, Thailand's
most respected institution, to

the all-pervasive military, and
to the civil service elite (in that

order) but could afford to stand

largely aloof from politicking

at party level. It was precisely

because the parties could not
come up with a candidate
acceptable both to them and to

the country's most powerful
institutions that Gen Prem had
been initially asked to head the

ON OTHER PAGES
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It was only when Gen Prem
decided that he had had
enough that the way opened

for former Gen Chatichai (the

middle “i” is silent) Choon-
havan. as leader of the largest

single party, to become Prime
Minister. The transition to

nominally greater public

accountability is proving
rather bumpy with some minis-

ters using their elected status

as a lever to prise more of the
decision-making process away
from the civil service manda-
rins while paying even less lip-

service to the notion of conflict

of interest.

One of Thailand’s strengths

has been its coterie of often

western-educated top civil ser-

vants who provided the techni-

cal skills and long-term strat-

egy on which ministers based,
or endorsed, decisions. Some
insiders fear that this well-

proven system is starting to be
eroded, with greater emphasis
being placed on swift personal
gain and short-term political

expediency.
Examples cited include the

decision on minimum wages,
the reduction in petrol prices

which might prove politically

impossible to reverse even if

the Organisation of Petroleum
Exporting Countries succeeds
in establishing a consistently
higher price, plans to create a
super-ministry to administer

the often inefficient and loss-

making nationalised enter-
prises, and the apparent aban-
donment of the previous gov-

ernment's already modest
privatisation programme.
Government critics see in

this the influence of the public

sector trade unions and fear its

consequences as an overheat-

ing economy nudges inflation

higher and creates inevitable

bottlenecks in the infrastruc-

ture and in the skilled labour

market They fear it may also

distort government spending
priorities with additional funds

being diverted to prop up ail-

ing state companies instead of

being directed to urgently
needed port improvements,
additional aircraft for the prof-

itable state airline, and the
provision of more extensive
technical education.

One recent estimate
suggested that new companies
arriving in Thailand this year
could alone absorb the entire

output of new non-arts gradu-

ates. It also serves to undercut

Slock market: losing its

glamour
Map 3
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draught
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Foreign trade: the US - and

elsewhere *

the often-heard Thai complaint

that foreign companies, espe-

cially the Japanese, are slow to

transfer middle management

responsibilities to local staff.

Although industrial growth

will suffer from a bout of indi-

gestion in the next two to three

years as the country's infra-

structure struggles to catch up,

and even should the OS take a

tough stand on the issue of the

generalised system of prefer-

ences or Europe become more
protectionist minded, Thailand

still looks better situated that

most of its immediate regional

comoetitors.

It is a relatively resource-
rich coontry. as demonstrated

by the size of its rural popula-

tion and, with the lion's share
of new investment having been
directed towards industrial
development, there has as yet
been little effort to realise the

country's considerable agricul-

tural potential

With regional pay disparities

widening alarmingly, it may
also become a political impera-

tive. Bangkok's raunchy repu-

tation awes no little to the eco-

nomic necessities imposed on
the families of the bread-line

farmers of the north-east, and
its congested streets to the
absence, until recently, of any
major scheme to site industry
away from the main metropoli-

tan area. The massive Eastern

Seaboard Development Pro-

gramme, centred on the petro-

chemicals industry, should in

the next decade provide an
important new focus for indus-

trial growth, but will offer lit-

tle solace to the mass of the

rural poor.

Fashionability is, as ever,

very much in the eye of the

beholder. While it may be reas-

suring, or not, for millions of
foreign tourists to have Beaujo-
Taiie Nouveau pressed on them
at every meal, it contrasts ever

more vividly with life outside

the walls of luxury hotels.

Thais have a well-earned
reputation for being excellent

and well-disciplined workers
who are publicly polite to for-

eigners. But the trickle-down

effect of national economic
growth may well need a more
emphatic official push if the

present government is to strike

a stabilising balance between
its reputation as a cabinet of

business interests and its claim

to be the popular representa-

tive of the people.
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SINCE I960, Thai International's expansion

programme has focused on developing new

routes from Bangkok to the far comers of

the globe.

So much so that today die airline's

route network outside of Thailand covers

forty-eight destinations in Europe, America,

Canada, die Middle East, Asia, Australia and

New Zealand

And because of our recent merger

with the domestic carrier, Thai Airways,

resort areas like Phuket with its golden

beadies and sparkling waters.

Planning and booking upcountry travel

is much simpler; too, now that all domestic

flight information is integrated into Thai's

worldwide computerised information and

reservations system.

For instance, you can book clients

on a flight from, say Paris to Khon Kaen on

just one ticket and receive immediate seat

confirmation at the same time.

AFTER 28YEARS FLYING ALL

OVERTHEWORLD WE’RE NOW
FLYING ALL OVERTHAILAND

passengers on Thai can now enjoy Royal

Orchid Service to twenty-two destinations

within Thailand as well.

The sort of service that in just twenty-

eight years has jet-propelled the airline

into the top bracket

But what other advantages does this

offer local and international travellers?

To begin with, there’s a wider range

of smaller and more unusual destinations

in Thailand to choose from.

Phitsanubk, for example, with its sup-

erb location on the Nan River; tree-shaded

quays and houseboats moored beside the

steep river banks.

Or Chiang Mai with its fascinating Hill

Tribe people, historic temples and shrouded

mountain scenery

Not to mention the famous southern

And co-ordination of our international

and domestic services, together with in-

creased flight frequencies and seat capacity

mean faster, easier connections.

By 1990, the expansion of Phuket Inter-

national Airport and the planned upgrading

of Chiang Mai and Hat Yai to international

standards will be completed.

Passengers booked on Thai will, for

example, be able to fly direct from Hong

Kong to Phuket and then on to Singapore,

Penang or Medan.

Or from Vientiane or Rangoon, to

Chiang Mai and on to Hong Kong; without

having to transit through Bangkok.

The result is that it's never been easier

to arrange holidays and business trips in

Thailand, the world's fast-

est growing travel region. w'wtnad.farAe**
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These are Chatichai cabinet's “early days," say the dubious FOREIGN POLICY

Prem proves a hard act to follow Meet the neighbours
. . . r , 1 A. J nlnvT O MIIM rale in E

THE APPOINTMENT of Gen
Chatichai Chcxmhavan as
Prime Mfrdster of Thailand in
August was greeted by a sharp
intake of breath in many busi-
ness, media and military cir-
cles. His "prohusffiess'’ Chart
Thai party, it was feared, her-
alded an era of increased cor-
ruption and would bring four
years of economic boom and 12
years of political stability to a
shuddering halt
This slightly shrQl reaction

was reinforced by the appoint-
ment of a number of politicians

baked with notorious business
scandals to sensitive cabinet
posts that influence the out-
come of huge infrastructure
projects.

Strong: reservations remain,
as reflected in the frequent
comment that "these are early
days." And a number of pro-
jects - notably a hastily
signed contract and
a Bangkok road system - sug-
gest inadequate scrutiny at the
very least
But nearly four months after

the election, the doomsday
fears are subsiding. Thailand's
first elected Prime Minister
since 1976 and Ids cabinet of

almost entirely elected MPs
have not yet lived down to tibe

pubbe’s dire expectations.

However, the arrival of a
greater degree of democrat^ is

altering the balance between
the throe pillars of political sta-

bility in Thailand - the
respected King, the powerful
army and the crucial techno-
crats - on which economic
success has been bust
Much of the credit for that

stability goes to General Prem
ThMaiiininnda

l the Prime Min-
ister for eight years until he
called elections on July 24
probably to avoid a confidence
vote. A somewhat aloof former
army commander who seemed
to have grown tired of political

bickering, Gen Prem looks
Increasingly good by compari-
son with Gen Chatichai in his
first, slightly stnmbling
months. His retiring style com-
manded the krengjai or mix-
ture of awe and respect, that
bis successor has yet to «uoy.
Gen Prem surprised almost

everyone after the election
when he refused to heed
requests from a number of mil-
itary commanders and political

leaders, including Gen Chati-

chai, to lead a new coalition.

After some hesitation, Gen
Chatichai's Chart Thai party
with 87 seats agreed to bead a
government that also includes
the Social Action Party with 54

THE NATIONAL Economic
and Social Development Board.
Thailand's planning agency,
has increased its forecast of
economic growth three times
in 1988. It now believes that by
the end of the year gross
domestic product will have
expanded by more than 10 per
cent, boosted by continued
good export performance.
Repeated upward revisions

of growth and export figures
have contributed to an unprec-
edented mood of optimism that

is fuelled by Thailand’s rise to

new heights of popularity for
Investors and tourists - and to
the covers of Time and New-
sweek. It is already banal to
describe Thailand as the "Fifth
Tiger of the East”.
Yet the wtgns that Thailand

will end up something more
than the flavour of the month
are good. Exports continue to

surge. Perhaps more impor-
tantly, they are broad-ranging,

from textiles and garments to

rice and frozen chicken, from
jewellery and computer parts

to tapioca and canned seafood.

Investment continues to

flood in, mainly from Japan
and Taiwan, and this year also

from South Korea. Applica-
tions from Thai, foreign and
joint venture companies for

Board of investment promo-

seats, the Democrats, with 48
seats, and Rassadom, or “Citi-

zen” party which has 21 seats
and dose ties with the army.
The Democrats lost more

than half their seats but that
had little to do with ideological

differences, which are virtually
mririnrirtflahlp hr Thai political

parties. The country's politics

remains dominated by person-
alities who will chop and
change party allegiance and
even candidates from
other parties if it will help
their quest for ministerial
office. Thai people have come
to accept that many politicians

see ministerial office as a mon-
ey-back guarantee on the cost

of election.

The transition from Gen
Prem has been dominated by
the new coalition moving its

players into key posts but also
by a noisy debate over the role

of the powerful bureaucracy.

Gea Chatichai Choonhavan,
Thailand's Prime Minister

These planners, in particular

the National Economic and
Social Development Board
(NESDB), are widely credited

with providing the financial
prudence that laid the founda-
tion for Thailand’s economic
successes in the same way that
their counterparts did in South
Korea.
On one level, the argument

is about piprfwi rahiqpt minis-
ters trying to wrest control of
decisions from unelected man-
darins, an issue not peculiar to
democracies in transition. On
another, more worrying level

to technocrats, the issue is
once again high-level corrup-
tion. Under Gen Prem, the
NESDB was allowed to block
pet projects of certain politi-

cians and may now have its

wings clipped by those it then
crossed.
Any changes are likely to be

gradual, but more democracy
almost inevitably means less
technocracy.
“The NESDB has to do more

tions have more than doubled
this year to an expected 2,000
projects worth more than Baht
400bn. Between January and
August, foreign direct invest-
ment accounted for 8764m,
according to the Bank of Thai-
land, compared with 8488m for
the whole of 1987.
However, the rapid expan-

sion has left the infrastructure
bursting at tbe seams with
congestion building up on
highways and at ports and tele-

phone exchanges.
Economists warn that possi-

ble trade balance and current
account problems lie ahead,
although present deficits are

The Infrastructure
is bursting

at the seams

considered manageable, partic-
ularly because they are caused
by imports of machinery and
raw materials.
The rate of inflation has

crept up close to 5 per cent this
year with higher agricultural
prices, interest rates and costs
of importing yen-denominated
goods. But oil prices remain
law, easing the import bUl as
well as inflation.

homework and less decision-
making but it will still have
tremendous influence,” says
Mr Kraisak Choonhavan, the

son of the prime minster, who
is part of a kitchen cabinet of
advisers to his lather.

Keeping a watchful eye over
thiiE squabble is Thailand’s
army which is going through
its own transitions. Twelve
years after the last successful

coup but only three years since

the army last left the barracks
to attempt to take power, poli-

ticians still look over their
shoulders at the army. At
times of political tension, like

before the recent elections,

coup rumours abound.
Most commentators say it

would rake a severe breakdown
in economic or public order
before tbe military stepped in
again. Thailand has moved on
from 1976 when the army
ended a period of student pro-
test, widespread strikes and
riots by taking power. There is

a miyfr larger middle ria.« in
Bangkok who, like Gen Prem,
believe the time of army coups
has passed and do not want the
progress of the economic gravy
train threatened.
Not least important in this

category are former officers

and those about to retire, who.
frequently take sinecures and
top management jobs in state

companies like Thai Interna-
tional. Nevertheless, since the
election there has been increas-

ing tulle that
l
-ahnqTrl the* politi-

cians get out of control, the
army might step in again. Fur-
thermore, the King has said
that he expects poliHrinna to
work for tbe good of the peo-
ple, and by inference not solely

for themselves.
Through links with business

and the albeit receding threat
of tbe tanks, there are few
important decisions in Thai-
land that are not at least run
by the army. Although the cab-
inet has no army representa-
tive now, Gen Chatichai has
appointed Lt Gen Panya Sing-
sakda to be tiie key position of
his Secretary General.
This year’s animal military

promotions, which have made
politicians’ hearts flutter in the
past, were well accepted and
left Gen Chaovalit Yongchai-
yat, the army chief, in a stron-
ger position from which to
retire next year into a life in
civilian politics.

With the threat from Com-
munist. Party of Thailand
insurgents, who had their day
in the 1970s, now non-existent
and only skirmishes with small
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Moslem groups in the far south
to occupy his soldiers, Gea
Chaovalit has launched him-
self into cleaning up the
army’s image. Under his guid-

ance, soldiers are increasingly

involved in civic action, partic-

ularly in tiie “greening” of the
depressed north-east where
water shortage is a major prob-
lem. But Gen Cbaovalitis
chances of having his day as
Premier, which would need the
tacit acceptance of the Palace,

may have been hindered by
suggestions that he is a little

left-wing.

Gen Chaovalifs greening
programme, however, is close

to tiie heart of the third and
most mdnring element behind
Thailand's stability. King Bhu-
mihol Adulyadej. His support
for development projects

nationwide has earned him the
adulation of Thai people and a
reputation that he provides
Thailand's most cohesive force.

“Politics and political insti-

tutions don’t matter much to
most people in Thailand but
the Ring reaches over these to

ordinary Thais,” one* observer
said.

At some stage the privy
council and the King, who is

now Thailand's longest reign-

ing monarch, will have to
address,the difficult question
of succession, at which point
be will -retire to a traditional

Buddhist retreat. For the
moment, there is a consensus
that the King is crucial to
Thailand’s stability and he is

unlikely to step aslde
Though Thailand appears a

relatively stable place under

Peter Ungphakorn looks at the economic climate

A flood of investors as
growth figures soar

Meanwhile, the Thai Ambas-
sador to Washington recently
urged his compatriots to stop
beating the drum on Thailand
becoming the next newly-in-
dustriallslng country for fear
of attracting the attention of
protectionists an Capitol Tffli.

Many of the problems appear
to be soluble. Continued cau-
tious fiscal policies and this
year’s almost unprecedented
growth caused government
revenue for fiscal 1988, which
ended on September 30, to
overshoot the Baht 199.5bn tar-
get by Baht 88.7bn, putting tbe
budget unexpectedly in sur-
plus, by Baht 48.6tm, for tile

first time in decades.
The government has taken

the opportunity to pay hack
some of its debt ahead of
schedule, although negotia-
tions with the World Rank for
prepayment of loans bearing
the highest interest rates have

Stalled — the Rank is talking1

about a prepayment penalty
fee.

But foreign debt was never a
serious problem except for a
brief period in 1986 when
repayment and interest com-
mitments approached 30 per
cent of export earnings.
The surge in revenue has

provided the government with
the opportunity of increasing
investment, particularly in
much-needed infrastructure
projects.

But Mr Pramual Sabhavasu,
the new Finance Minister, is

apparently determined to con-
tinue to keep domestic and for-

eign borrowing to a minimum.
He appeared stung by initial
criticisms of big lack of know-
ledge in fiscal and monetary
affairs and speculation that he
would yield to some of his hun-
grier cabinet colleagues.
The Baht 285J5bn budget for

fiscal 1988, stni going through
parliament, envisages a
smaller deficit of Baht 23bn (L5
per cent of GDP) than the Baht
44bn planned for 1987,
although tbe surplus that even-
tually emerged is unlikely to
be repeated.
Mr Pramual has so far also

refused to raise the annual
celling of $lbn on new govern-
ment foreign borrowing, even
though many economists
believe $L2bn could be handled
safely.

Continuing the private enter-
prise orientation of its prede-
cessors, the new government is
seeking private sector partici-

pation in the construction and
operation of an elevated rail-

way for Bangkok, new or
expanded highways, ports and
other projects.
The result of the investment

should be an easing of conges-
tion over the next few years, as
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Gen Chatichai, despite con-
cerns over the probity of some
cabinet members, it shows no
signs of becoming a more car-

ing country. As its wealth
grows, the huge discrepancies

in income distribution become
more glaring. The prevailing
view is that as Long as the pie

keeps growing, everyone gets

more to eaL
However, recent increases in

trade union activity warn how
social tensions could rise as a
by-product of economic success
and be exacerbated by more
migration from the poor
north-east to the main growth
areas around Bangkok.
Labour is currently badly

organised, if at all, and even
unable to interest politicians in
getting the minimum wage
applied. But Gen Chatichai has
been rattled by public and pri-

vate sector labour disputes,
commentators say. After three
years of no chaTige

, the mini-
mum wage was grudgingly
raised by Baht 5 (US 20 cents)

to Baht 78 a day. But it

remains irrelevant to large
numbers of factory workers
who are retained as temporary
staff so as to avoid the mini-
mum wage laws.
There is no reason why

labour should necessarily
remain unorganised. The pre-

vailing view,among Thais that
politicians go to Parliament for

two days a week in the one
three-month session a year
simply to enrich themselves is

hardly- likely to oil relations
between Thailand's workers
and businessmen.

Richard Gourlay

DEPdP DEPARTMENT of EXPORT PROMOTION MINISTRY OF COMMERCE ROYAL THAI GOVEMMSNT

22/77 RACHADAPISEK ROAD, BANGKOK 10900 THAILAND. TEL. 511-5066-77 TLX : 82354 DEDEP. TH, 81009 DEPEPTH. FAX : (€62)5121079

IT ONLY takes a brief glance
at the activity around Thai-
land’s borders to explain why
foreign policy makers are pre-

occupied with immediate
neighbours.

To the west, refugees from a
repressive Burmese army take-
over have joined insurgent
groups in the border hills and
occasionally cross into Thai-
land, bringing Bangkok closer
to Rangoon's troubled politics

than it has been for some time.
To the north and east the year
began with Laos giving the
’Dim army a bloody nose in
border skirmishes, in what
turned out to he a squabble
over illegal logging, and ended
two weeks ago with a visit to
the Lao capital, Vientiane, by
Mr Chatichai Choonhavan, the
Thai prime Minister who was
elected in August. And to the
east is Thailand’s pre-eminent
concern, the 120,000-strong
Vietnamese army that still

occupies Kampuchea, prevent-
ing 300,000 refugees from leav-

ing Thai giiil

To each of these areas Mr
Chatichai hac brought hi« own
flamboyant style and a
hands-on approach quite differ-

ent from that of Mr Prem Tin-
sulanonda, bis predecessor,
who left the Foreign Minister a
fairly free hand.
One result is that Thailand’s

foreign policy, like its eco-
nomic policy, is entering a
more ambiguous period, in
which Foreign Ministry and
Prime Minister may differ pub-
licly and the influence of pow-
erful business interests in Mr
Chatichai's party will be more
strongly felt. But whereas
doubts about Mr Chatichai’s

ability to follow sound eco-
nomic policies are widespread
and well-rooted, there is little

concern that Thailand is about
to change significantly its
gtmngly capitalist, mildly non-
aligned foreign policy.

Soon after taking over, Mr
Chatichai shook up the For-

eign Ministry, still headed by
Mr Siddhi Savetsila, by
announcing- what appeared to
be a change in how Thailand
as a front-line state sees it

should press Vietnam to with-

draw its troops from Kampu-
chea.
Indochina, Mr Chatichai

said, would be transformed
from “a battlefield into a
marketplace.” That flew in the
face of established Foreign
Ministry policy that no official

contact should take place
before a complete Vietnamese
troop withdrawal. It estab-

lished that Thailand is now

well as further conversion of
capital into production, partic-

ularly as tbe development pro-
gramme on the eastern sea-

board reaches fruition.

The programme includes a
deepsea port,-industrial estate

and export processing zone at
laem Chabang, 100 km south-
east of Bangkok, and petro-
chemicals complex and indus-
trial estate at Mab Ta Put,
about ZOO km beyond, where
530m cubic ft of natural gas Is

piped ashore from tbe Gulf of
Thailand daily. Still unknown
is whether the government’s
investment decisions and selec-

tion of companies for the pro-

After Gen Prem quit,

ministers attacked

the planning board

jects will be made honestly.
The fears are that Gen

Prem’s successor, Gen Chati-
chai Choonhavan, may have
great difficulty controlling a
five-party coalition with inter-

nal divisions even in his own
Chat Thai party. At a press
conference last month the
Prime Minister ducked a ques-

' Son on how he would tackle
corruption in the cabinet
Corruption does not neces-

sarily destroy strong economic
performance, as the South Kor-
eans have found. Bat morality
aside, unwise deals (corruption

is rarely proved) can cause dis-

ruption. Shortly before the
election, Gen Prem was forced

to cancel a monopoly granted
to Bangkok Cranase, a com-
pany owned by the family of

one of Gen Chatichai’s leading
party members, fear loading and
unloading containers at the
port of Bangkok.
The monopoly, which pre-

vented ships using their own
on-board cranes, caused
lengthy queues at the port and
a few dropped containers
because, critics said, the equip-

ment was not up to the job.

Gen Pram, recognising that
economic policy was not one of
his strengths, relied on his

technocrats although he is said

to have taken a close interest

in what they recommended.
The NESDB, in particular, took
on a powerful role, sometimes
vetoing ministers’ pet prefects.

Freed from Gen Prem’s lead-

ership, a number of ministers

launched a bitter attack on the
planning board within days of

the new government’s appoint-

ment, threatening to reduce its

role to technical advice. An
uneasy compromise appears to

have been struck as Gen Chati-

chai and some of his cabinet
seem to have realised that.the

technocrats are still needed.

Also being watched are the

roles of the Board of Invest-

ment and the Bank of Thai-

prepared to talk about, and
possibly encourage, private

business links with Vietnam.
Mr Chatichai promptly
announced a trade visit to
Laos, which has strong cul-

tural links with Thailand but
is still occupied by Vietnamese
troops, and his advisers floated

-tentative plans for a trip to
Hanoi in June next year.

The change has been one of
degree and divergent views
have been exaggerated in part
by new Chatichai advisers with
a longrheld antipathy towards
Mr Siddhi. Mr Chatichai trav-

elled to Singapore, Malaysia
and Indonesia and appears to
have allayed any fears that
Thailand is breaking with
Asean policy.

That policy remains that the
Vietnamese-backed Hun Sen
regime in Phnom Penh must

Thais simply ask
why they, like

Singaporeans who
trade $200m a year,

should not have more
unofficial contact

with Hanoi

negotiate a transition of power
which includes the Khmer
Rouge, the discredited regime
that was ousted by the 1978
Vietnamese invasion but can-
not be ignored because with
China's backing it operates the
strongest of four resistance
armies. The solution should
not, however, allow the Khmer
Rouge to dominate a post-Viet-

nam era Kampuchean govern-
ment, nor presumably allow a
role for Pol Pot, the Cambodian
premier responsible for the
“Killing Fields.”

But tiie change of nmphHsig
is nevertheless real. It is also
not altogether surprising given
both the business slant in tiie

Chart Thai party and the way
other Asean countries are qui-

etly operating a double track
policy towards Vietnam. Thais
are simply asking why they,
like Singaporeans who trade
8200m a year, should not have
more unofficial contact with
Hanoi. Officials point out that

since announcing a new invest-

ment code in December 1987

Hanoi claims to have hosted
over 1,000 trade visits from all

countries.

Advisers to Mr Chatichai
and Mr Siddhi also believe
Thailand may now be able to

land, the latter traditionally

jealous of its independence but
under political pressure for the
way it has handled ailing
banks and finance companies.
With or without political

pressure, the Board of invest-

ment is revising its policies.

Officials want to be more selec-

tive in the projects they sup-
port to encourage industrial
location in rural areas - a new
scale of incentives comes into
force on January 1 - and 1

avoid industrial domination by
|

footloose foreign investors.
In general, the Prem and

Chatichai governments’ solu-
tion to rural poverty has con-
centrated on rural industry. No
.significant answer has been
found to the subsidies and
overproduction of the indus-
trial nations that have contrib-
uted to low prices, although
critics say- much more could be
spent on agricultural research
and extension work.
This year, with world farm

prices unusually strong, some
prosperity has spread to the
36m rural inhabitants, provid-
ing the opportunity for a
strengthening in domestic
demand to supplement the
export-oriented economy.
But pockets of severe pov-

erty remain, particularly in
rural parts of the north-east
For urban workers, the Cha-

tichai government has granted
trade unions an increase in the
miriimnwi daily wage
Another response h»a to

allow cuts of about 5 per cent
in government-controlled oil
prices.

The Chatichai government
can afford to be generous to
itself and its electorate. The
real test of its mettle will come
jf there is a global slowdown.

play a more active role in a
solution to Kampuchea. They
recognise no solution will work
unless the sponsors of the con-

flict - the Soviet Union behind

the Vietnamese-backed Hun
Sen, and the Chinese behind

the Khmer Rouge - back a
sedation, possibly at their first

Sino-Soviet summit meeting
prat year. But the Thai offi-

cials say that since Mr Chati-

chai’s “battlefield into market-
place” speech, Vietnam has put

out more feelers to Bangkok.
Thailand might have an as

yet undefined role as interme-

diary allowing Vietnam to save
face by not having to accept

either a Soviet or United
Nations imposed solution, the
officials say.

Bilaterally, Thailand’s rela-

tions with China have rarely

been better and are likely to
get stronger under the per-
sonal supervision of Mr Chati-

chai, who was Foreign Minister
when Thailand resumed rela-

tions with China in the 1970s.

There was disagreement ear-
lier this year over an Asean
addition to the annual UN res-

olution that for the first time
condemned the past activities

of the Khmer Rouge rather
than simply calling for Viet-

namese troop withdrawals. But
this was clearly forgotten
when Mr Li Peng; the Chinese
Premier, visited Bangkok last

month on his first foreign visit.

Chinese sales of tanks, air

force jets and submarines are
in the pipeline as is work on a
stockpile of Chinese weapons
and spare parts on Thai soil.

With the Soviet Union. Thai-
land has responded favourably

to Mr Michael Gorbachev's
post-Vladivostok efforts to
improve relations in the region
but remains sceptical that
Moscow is yet offering any-

thing worthwhile. The visit of

Mr Prem and top trade officials

to Moscow and eastern Europe
in May this year was in line

with Thai efforts to maintain
good relations on all sides and
with broader moves to diver-

sify markets rather than a sign

of an imminent Soviet break-
through, analysts say.

As dependence on exports to

the US increases, diversifica-

tion of markets becomes more
pressing, especially as Wash-
ington has adopted a tough
posture on Thailand’s intellec-

tual property rights, pharma-
ceutical patents and trade lib-

eralisation policies.

Most immediately, the US
will decide on December 15
whether to remove Thailand's
generalised system of prefer-

ence privileges in response to
what it sees as Thai foot-drag-

ging on these issues. Students
and some politicians, more
than government officials, say
this is heavy-handed US inter-

ference in national affairs. The
issues are likely to remain an
irritant Washington is proba-
bly not, however, treating
Thailand any differently to
South Korea or Japan, two
other good allies, over trade
issues other than perhaps con-
fronting Thais earlier in their
country’s development with US
views of international responsi-
bilities.

Where Thailand nearly got
its reddest face internationally
was in its dealings with the
military coup leaders in Burma
who nominally took over on
September 18. Most other pow-
ers are maintaining a distance
from the Saw Mating regime
after months of bloody sup-
pression of a popular uprising.
But Thailand’s deputy foreign
minister last month came
within a hair’s breadth of mak-
ing the first official visit to
Rangoon to discuss trade that
could have greatly helped pro-
vide tbe regime with desper-
ately needed foreign exchange.
Adverse newspaper comment

and public opinion postponed
the trip but in Bangkok’s view
the timing was only slightly
wrong. As one Thai Foreign
Ministry spokesman said: “In
business if you are the first in
you have the advantage, if
everyone else is in there you
lose it.”

In the case of Burma, con-
cern about the western border
is probably as important as
trade. The last thing Thailand
wants now Is an inflinr of polit-
ical or economic refugees from
Burma.

Richard Gourlay

Sangkhaloko:
A cultural Identity that dots* bade

several centuries to the ancient

Thai capital of Sukhothal and the once

toned Yom River Basin - the manufacturing

heart of Sangkhabka earthenware

for which TtoSand » renowned.

Today, in fine with our heritage,.

wb are actively engaged

in the pwnotkwi of Thai exports to

aHeviate Tha3and*s International

Trade imbalance and Economic
Development
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There are too few issues, so volume remains low BANKING

Market loses its glamour Caution slows development
JN SEPTEMBER Thailand’s
Porntip Nakbirunkanok, toe
newly crowned Miss Universe,
returned triumphant to Bang-
kok and swept a gleeful nation
off its feet Bat her presence at
toe launch of a $i55m Thai
Prime Fund, backed - by
Nomura Securities of Japan,
could not exdte a stock market
that had ~been languishing
since August
Miss Porntip swept on to

steal hearts at toe United
Nations, including that of Mr
Javier Perez de Cuellar, the
Secretary General, but Thai-
land's market once toe- apple -

of every international rand
manager’s eye, has continued
to drift both in volume and
value-terms.
-Nomura’s Thai Prime Fund.

Japan’s- first sortie onto the
Stock Exchange ’ of Thailand
(SET),- remains perhaps only 10
per cent invested in Thai
stocks, brokers in Bangkok
say. And land speculation and
high interest rates have-drawn
away local investors.

T.angiriahhig jg a relative
term. The SET index,' at
around 400, is stm up 156
points on the December 11 low
it hit after the world stock
markets crashed in October
last year. At its peak In August
ftia year it was a whisker off
the October 1987 record high at

472, a level it had reached after

more that tripling its value in
a little over a year. However,
volumes have dropped off from
a first-half dally average of
about Baht 774m (S31m),
roughly double 1987 volumes,
to around Baht 430m ($17m).

hi common with stock mar-
kets in anuhibCT of develophig
countries, Thailand is suffering

from having tod .
few traded

issues. The Finance Ministry
and SET say they are encour-

aging companies to join toe 140

already listed. But. the larger

companies .which
1

brokets say
must appear to feed the

.
dewiamd are not coming to

market.'
There are no signs that the

government plans to sell two
off-cited candidates for privati-

sation, Thai International, the

national airline, and toe Etec-

triritv (Generating-Authority of

Furthermore, the SET,
which acts as toe ™iw regula-

tory body in the absence of a
Securities and 'Exchange Com-
mission,

1 opposes the listing of

start-up companies
.
on' the

exposed to too much risk.

Brokers say there Is little

danger of a precipitous slide in

the market, despite what
appears to be an exodus of
local investors, because of the
strong underpinning
from foreign funds.

Eight Thailand funds are
now traded on international
exchanges, four of which were
launched this year, including

the latest Nomnrabacked Thai

Prime Fund. A $lOGm fund
hacked by Swiss Bank Corpora-

tion is being launched and will

be traded In Europe. If the

funds were folly invested they
would place $680m in the Thai
market, equivalent to about S

per cent of the market's cur-

rent capitalisation.

Foreigners are restricted to
Tiniidrng a maximum of 49 and
sometimes 25 per cent of Thai
companies, but trading
through Thailand’s Mutual
Fund Corporation, which is

known as the "market’s godfa-

ther- because of its size and
nnrack*, can increase these for-

eign holdings. Foreign fund
managers’ appetite for Thai-

land has at least until recently
qnatneri up stock as soon as it

becomes available, creating

price stability but effectively

locking up liquidity in the

market kmg term.

More recently, brokers say

fund managers have been

diversifying from Thailand to

Singapore, either because Thai-

land’s 10 per cent economic
growth this year is already
reflected in current prices or

because the market is going

through a phase when funda-

mentals appear to be playing a
minor rale.

Supporters of capital market
development, like Dr Olarn-

Chalpravat, the senior
—— of Siam Com-

ennnent will have to take a far

more active rule in encourag-

ing development of toe stock

market This would not only

fpgd the foreign fund manag-
ers’ appetite but reduce com-
pany dependence an debt for

investment and help finance

the country’s ballooning trade

deficit Legislation is needed to

set up a Securities and
Exchange Commission and
alter commercial codes of law.

"The government needs to

encourage, if not force, large

companies to be listed,” Dr
Olam says. The biggest boost

for new Issues will come from
toe huge infrastructure and
industrial projects currently
planned.

All 10 of the projects in a
petrochemical complex, known
as NPG2, on the eastern sea-

board with a total investment

of Baht 22hn ($900m) will have

to be listed on the SET. The
contracts «»ti for a fifth of the

shares to be sold to the public.

Similarly, toe contract for a
mass transit railway system
for Bangkok will probably
require Baht 8bn (9320m) of

capital to be raised locally.

These projects offer only
long-term succour to the stock

market. Brokers expect volume
to remain low fur much of 1989

— one reason why the stocks

of finance companies, which
art as brokers, have lost some
of their glister. They expect

interest to remain concen-
trated in the 10 main stocks
that account for 52 per emit of

market capitalisation and
include Bangkok Bank, Siam
Cement,
Unless, that is, toe two Thai

girls who recently won major
international beauty contests

succeed in livening up the mar-

ket where Miss Porntip failed.

Miss Porntip is not die only

thing on these dealers’ minds.

Trading at the Securities

Exchange of Thailand in

Bangkok, where Hie 10 main
stocks account for 52 per cent

of market capitalisation

THAILAND’S BANKS and
fppmpp companies .are in bettor

shape today fhan at any time

since the Bank of Thailand
stepped in with a major rescue

package in 1984.

Three years of boisterous

economic growth, the sale of

foreclosed land and factories,

booming stockbrokers and
trading profits coupled with

new management are restoring

health to most balance sheets

and boosting earnings.

However, banking remains
one of the least developed sec-

tors in Thailand. It belongs in

a category of issues titled "if

left unattended will hinder

Thailand's transition to newly
industrialised country- status,”

along with the overstretched

ports, roads, telephones and
electricity generating capacity.

Other, more immediately
pressing issues have distracted

Richard

Local touch. Global reach

attention from the sort of

changes needed in toe capital

markets, hanking and securi-

ties Industries to make that
transition smoothly, bankers
say.
Thailand has more than 100

finance companies and 30 com-
mercial banks, 15 of which are

foreign-owned and only
allowed to operate one branch.

The finance companies are

interest rates, at which most

companies still borrow, has

narrowed to less than 2 per

cent because of the banks*
quest to maintain market
share. As a result, there has

been a sharp increase in bank

funding offshore.

The competitive paring of

interest spreads can only hin-

der the return to financial star

bility of the four banks remain-

The Bank of Thailand has kept a tight hold on

liquidity, while the paring of interest spreads

can only hinder the return to financial stability

of the four banks still in government hands

often family controlled, are not

allowed to take deposits
although they issue promissory

notes, can operate as securities

brokers and primarily make
consumer loans. The Bank of

Thailand still controls 15 of

these finance companies and
the four banks it took control

at in 1984 when Imprudent and
sometimes fraudulent lending
triggered a crisis.

In 1987 profits for many of

the banks, leapt. Bangkok
Bank, the market leader,

notched up an increase in

gross profits of 70 per cent, a
performance matched by a

number of other large banks,
rising the breathing space
these earnings afforded, the

Bank of Thailand has pushed

for greater loan loss provisions

and forced hanks to increase

capital to cover bad loans. So

the banks, which have total

assets of Baht 40.3bn ($L6bn),

had to boost their capital base

from Baht 12bn to Baht 52bn.
Analysts say significant addi-

tional loss provisions should

still be made.
This year riatnand for invest-

ment and consumer loans has
outstripped the banks' ability

to supply, suggesting strong

growth in earnings can be

expected again. Commercial
bank lending rose nearly 30 per

cent to $3.2bn in the year to

September, while domestic
crectif rose by 18 pm1 cent
However, there has been

intense competition among
hanks and finance companies

for increasingly scarce fund-

ing. added to which the Bank
of Thailand has maintained a
tight hold on liquidity. The
spread between the rate that
hanks offer depositors - now
at its officially set ceiling of 9.5

per cent - and short-term

ing in government hands:
Knmg Thai bank. First Bang-

kok City Bank, Bangkok Met-

ropolitan Bank flT>ri Siam City

Bank. It will also keep life

tough for toe smaller banks.

The Thai appetite for compe-

tition has not stretched to

allowing foreign banks a larger

role, a move that central bank
pfRniaia and Independent bank-

ing analysts believe could
greatly help increase the indus-

try's efficiency.
Citibank, for example, had to

withdraw a planned deposit

rate increase earlier this year

raider severe pressure from
Thai banka. And Mr Pramual
Sabhavaso, the new Finance
Minister, appears to have
shelved Bank of Thailand
dans to allow the sale of ailing

finance companies to foreign

banks. Apart from increasing

their outlets, the same foreign
hanks have an eye on the
finance companies’ security

broking licences.

Nor has the finance Minis-

try identified development of

more capital market instru-

ments as a priority, bankers

say. A recent decision that the

Industrial Finance Corporation

of Thailand, one of the few
institutions to lend up to 15

years, must cover around Baht
6bn cf its unrealised exchange

kisses without the assistance of

the Finance Ministry damages
chances of developing longer-

term sources of capilaL Bonds
and debentures are issued by
some quoted companies but

the natural markets for these

instruments — pension funds

and insurance companies -

are still developing in Thai-
land.

The bills of exchange market
is also little used because of an
illiquid secondary market As a

result, most lending is done

through overdrafts that are

perpetually rolled over and
funded on an equally
short-term basis.

Capital market development

has inadvertently become a

casualty of caution as concern

with an overheating economy,
inflation and the ballooning

trade deficit takes priority.

This caution led to a $750m for-

eign debt repayment this year

rather than increased infra-

structure spending. And pre-

payment of government bonds

throughout the year has
removed some of toe capital

market's already thin
long-term liquidity.

Likewise, development of the

stock market is moving slowly.

High interest rates and land

speculation have contributed

to the market's lacklustre per-

formance in recent months.
But although the Securities

Exchange of Thailand and the

Finance Ministry encourage

new listings, the recent deci-

sion that Thai International

and Thai Oil will not be priva-

tised has disappointed scrip-

hungry fund managers who are

clamouring for big new listed

names.
Thai caution sometimes

reflects a charming, wide-eyed

wonder that such electric eco-

nomic development is happen-

ing in the country. Some ana-

lysts like Mr Olam Chaipravat,

executive vice-president of

Siam Commercial Bank,
believe, however, that over-

conservatism could be harm-
ful'. The government could

make more infrastructure

investment, with the private

sector, and take steps that

would help develop the capital

markets and finance the trade

deficit without approaching
overheating.

“In toe first place, the gov-

ernment could now safely

increase the self-imposed for-

eign borrowing limit of $lbn a
year as long as the increase

finances investment and not

consumption,” says Mr Olam.

He believes- Thailand can still

avoid the Korean development

pattern which led to danger-

ously high dependence on debt

rather than equity.

But before steps are taken to

avoid dependence on debt-fi-

nanced growth, the capital

market and hanking sectors

will need to move up the gov-

ernment’s list of priorities.

Richard Gourlay

In Thailand since 1888. The country's first

commercial bank. Tb make the most of

opportunities in tins exciting, progressive nation

you need a bank with generations of experience in

toe wwwkgr. And into that market’s future.

Fbr a hundred years HongkoogBank, which

issued Thailand’s first banknotes, has been giving

businesses toe benefit of its extensive knowledge

of the Thai market This knowledge, together

with a proficient management policy, has enabled

it to make fast local decisions.

With ewer 1,300 offices in more than 50

countries, linked by a Global Data Network, toe

HongkoogBank group can provide you with access

to market information in Thailand or anywhere in

the world.

For mote information, contact our Bangkok

Office at HoogtongBank Building, 64 SQom
Road, Bangkok 10500, TU: (2) 233-1904; our

London Office at 99 Bishopsgate, London EC2P
2LA, Tfel: (01) 638-2366; or your nearest office

of foe HongkongBank group.

Generations of local excellence. And global

resources. That’s our strength.

HongkongBank

Czpd-CM&M

Fast decisions. Worldwide
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Tiger prawns...illegal logging—an extraordinary year for agriculture

How rice farmers beat the drought
MIC, NAC, paddy wharfs .

One of the fashionable
debates in Thailand is whether
to aim to be a nic or a nac (or
naic) - newly industrialising
country or a newly "agro-in-
dustrialismg” country.

Export-oriented manufactur-
ing has overtaken agriculture
in gross domestic product, and
yet this is an economy
endowed with natural
resources that can compete
with other fanning nations in
terms of quantity and cost, if

not, in some cases, quality.
Where Thailand cannot
compete is in the subsidies of
Europe, the ITS and Japan
that have encouraged overpro-
duction and contributed
to depressed prices on world

This year, the debate has
been conducted against the
background of some extraordi-
nary happenings in Thai agri-
culture, particularly rice.

The year started with a scan-
dal. Rice exporters defaulted
on contracts signed before they
realised production- had fallen

so much they could supply the
rice only at huge losses. But at

the end of the year, rice has
tamed into a modest money-
spinner for the rural economy,
as has rubber, another tradi-

tional product.
The year has also semi the

sudden rise of the tiger prawn,
as agriculture continues its

diversification. And increasing
conflict between the interests

of farming, logging and forest

conservation was dramatically

and tragically reinforced last

month when thousands of
flood-borne logs tore into vil-

lages, killing hundreds.
For some years now, modem

agribusiness has been pulling
the sector in new directions.

For example, Charoen Pok-
phand, probably Thailand’s
largest private business group
aruf originally in feedmilling;

joined forces with Arbor Acre
of the US to supply farmers
with breedstock, buying the
poultry and pigs - sometimes
produced under contract -
and is now the country's larg-

est exporter of chicken.

The group examined the
sources of its feed ingredients
and developed maize seed pro-

duction and forming. It has
agro-industrial joint ventures
in Indonesia, participates in
motorcycle production in Shan-
shai and has branched out into
mnmrfarynring- in Thailand.

Boon Rawd, the maker of

Planting rice in a paddy field

Thailand's highly potent Sin-

sha Beer, has started barley
and malt production in the
cooler climate of the north.
Dairy forming has begun to

take off with an advertising
campaign that has overcome
the Thai dislike of milk and
created a rapidly expanding
market still served in large
part by imports. j
And Thai seafood, canned

pineapples, and fresh mangoes,
durians, papayas and jother

tropical fruits are increasingly

found on supermarket shelves
in the industrial countries. •

But rice, the emotional heart
of Thai fanning, has been on a
steady decline in terms o£ earn-
ings. Thailand remains the
largest exporting nation, but
leading Thai exporters are
more enthusiastic about* mak-
ing bicycles or investing in
new petrochemicals projects.

Last year saw a rare recov-
ery in rice prices, but it was
caused by a drought that hit

most Asian exporting countries
and few Thai farmers; were
able to benefit immediately. In
Thailand the draught's ' effect

was most severest for the main
crop, harvested between
December 1987and February of
tins year.
Accurate assessments pro*
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doction, even during and after

the harvest, are difficult. But
the Thai Agriculture Ministry
almost certainly overestimated
the size of the main crop, per-

haps by 2m tonnes of paddy
(urunllled rice). The official fig-

ure of ism tonnes was still 2m
down on the normal level

Most, but not all exporters

woe also fooled. By the new
year they found that the har-

vest was not flooding on to the

market as expected and prices

were rising instead of foiling.

They faced huge losses on for-

ward sales contracts if they
were to hoy rice at prevailing

prices, and sought renegotia-

tions. Some were successful,

others bore the losses, many
defaulted and caused an outcry

from London brokers.

Analysts, including the 05
Department of Agriculture,
predicted that Thailand’s
export volume would be halved

to about 2m tonnes of milled

rice for calendar 1988, and the
05 would became the largest

exporter.

Thai farmers had other
ideas. With prices at record
levels, they were determined to
plant as much as they could
during the dry season. They
successfully forced record har-

vests out of the baked soil -*

with a little help from politics

and nature.

The farmers ignored warn-

ings from the government that

irrigation water would not be
supplied to half the main rice-

growing provinces of the cen-

tral region's Chao Phraya
River. They invested scarce
capital in wCQs to flood their

paddy fields. They preferred to
risk a parched crop rather than
discover later that they had
missed the opportunity
because the water was avail-

able after all
More effective than any dem-

onstrations outside Govern-
ment House, the seedlings qui-

etly growing on the drying
land forced a change of heart
from the government of Gen
Prem Tinsulanonda, stUl at
that tima Prime Miniafaw anti

probably not even considering
calling a general election.

For the first time since the
first big hydroelectric dam was
built in the 1560s, the wishes of
the electricity generating
authority of Thailand - ana
implicitly of the modem indus-

trial sector - were over-ruled

in fevour of the formers.
Despite warnings that the res-

ervoirs were at low levels,

more water was released.

The Prem Government could
not be seen to backtrack on its

frequent 'avowal of concern for

the interests of the rural poor.
Perhaps more importantly, the
fanners of the central region
are more prosperous than
those elsewhere and carry
more political clout Certainly
the mlllera in the region are
influential, with representa-
tives in parliament and some
links to tiie big exporters.

Then, in early April nor-
mally still in the midst of the
dry season, celebrations of
Songkran (the Thai new year)
were washed out by a down-
pour. The rains persisted until

the end of the monsoon season,

and flooding became the prob-
lem in some places. The form-
as managed to increase their

secondary crop by about 50 per
cent to mare than Sm tonnes.

Prices remained strong and
exports continued at a pace
likely to take tins year’s export
volume above 4m tonnes, close

to a record. The forecast value
of Baht 30.2bn will be a record.

Stocks, already believed at
low levels, dwindled, some offi-

cials warned, to zero. But the
warning caused little concern
because the new main crop,

which formers are already

starting to harvest, is likely to

be large.

Rice prices are expected to

remain strong despite forecast

record world production. The
UN Food and Agriculture
organisation predicts rice will

benefit from the low food
stocks and low production of
other cereals around the world.
The drought in North Amer-

ica has brought benefits to
Thai maize and cassava form-
ers as well But uncertainty
still remains over long-term
prospects for rice prices.

While agribusiness has con-
tributed to increasing yields

for some crops, the future
development of rice remains
open to question. One of Char-
oen Pokphand's rare failures is

reportedly an attempt to set up
large-scale “integrated” rice
forming in one of Thailand's

most fertile areas.

In the past, Thailand has
been able to increase agricul-

tural production by increasing

acreage rather than yields.

That option is no longer avail-

able with the serious depletion

of forests. Teak has long
dropped out cS Thailand's top
ten exports.

Even tiger prawns, this

year’s wonder export product,

is causing concern among envi-

ronmentalists because man-
grove forests are being cleared

to make way for prawn ponds.
Attempts to set up commer-

cial forestry in some areas by
planting eucalyptus are meet-
ing increasing resistance from
villagers whose traditional
woodlets are being cleared
away. Commercial logging is

becoming increasingly contro-

versial and the government is

under fire for ruling on legal

grounds that wildlife reserves

can be logged by companies -
including a state enterprise -
granted the concessions before

the forests were designated as
reserves.

And at the end of November,
the country was shocked by
television coverage of flash
floods In the south, where
thousands of logs were swept
down hillsides, destroying vil-

lages and killing an estimated
400 people.

Officials tried to estimate
how many of the logs were
legally felled, and how many
illegally. But the government
is now under pressure to revise

its whole forestry policy: legal

and Illegal logging alike.

Peter Ungphekom

INDUSTRY

The rising graphs
THAILAND'S industrial output
is a series of rising graphs. Soft
drinks and cigarettes, textiles,

paper, cement, iron and steel,

car and motorcycle assembly
and integrated circuits, all

show the same story.

With a further strong flow of

foreign Investment this year,
the main constraint is becom-
ing Thailand's ability to absorb
the increase without the infra-

structure cracking under the
strain.

What has made Thailand so
attractive is the perception
that it is essentially a business-
man's environment. Many
industrialists who have come
to the country in the past five

to seven years would agree
that the starting-up process is

not easy and the learning
curve extremely sharp. “But
whenever I look at the bottom
line, what my real costs are
compared not just with Europe
but also with other developing
countries in the region, then I

am convinced that this is the
place to be and looks like being
for the next few years.

1' says
one industrialist with four
years’ experience of Thailand.
He cites land costs, building

costs, the cheapness of labour
and the strong growth of the
domestic market as the four
most immediately important
characteristics which Thailand
has to offer.

The most immediately diffi-

cult obstacle to overcome, he
says, is the Thai business style

which to the outsider can
appear baffiingly complex. A
load partner, or agent, who
actually can deliver his initial

promises, is probably vitaL He
is also the essential guide to
ensure that whatever pay-
ments are made (as they will

assuredly have to be) go to the
people who can actually influ-

ence decisions.

Foreign diplomats familiar
with the commercial process in

Thailand also stress that there
is no substitute for a lengthy
personal commitment to the
country in advance of any
huge investment decision. "It

is not a place where you can
just come in for a month and
expect everything to be settled.

You need to see and be seen. A
great deal of business activity

here depends on family and
personal contacts.” says one.

It has been a lesson predicta-

bly well learned by the Japa-
nese, and increasingly by the
Taiwanese and South Koreans,
who are spearheading the

FOREIGN TRADE

More markets than the US
THE THAI Prime Minister's
much-proclaimed policy of
turning the battlefields of Indo-
china into a marketplace is an
indication of how the country's

view of its foreign relations
changed.

Trade has become a priority,

as Thailand’s export earnings,
expected to leap 34 per cent
this year to Baht 401bn
($i5.7bn) and another 30 per
cent next year, continue to fuel

economic growth. The aim is to

sell to anyone who can buy,
even ]f — as in Tnrtnrhnm —
purchasing power remains
barely more than a potential

Diversification of markets to

avoid ovepdependency on the
US was probably the main
motive behind the visit of Gen
Chatichai Choonhavan’s prede-
cessor,- Gen Prem Tinsulan-
onda, to the Soviet Union and
Hungary shortly before the
July general election.

Foreign policy has become
increasingly oriented towards
economic issues. The Foreign
Ministry has had to yield lead-

ership to the Commerce Minis-
try in negotiations with the
US, Thailand's main export
market, over import tariff

exemptions under the US
Generalised System of Prefer-

ences (GSP) and other matters.
The talks have entered a

critical phase. December 15 is

the deadline set by President
Reagan for Thailand to show
progress on protecting Ameri-
can copyrights - for computer
software as well as other works
- and pharmaceutical patents,

and to grant market access to

US products. Failing that,
Thailand risks losing the GSP
concessions.
Meanwhile, the intricacies of

the General Agreement on Tar-
iffs and Trade and the Uruguay
Round of multilateral trade
negotiations are now followed
closely In Bangkok, as they are
in other developing countries.

Thailand and three of its

partners in the Association of
South-East Asian Nations
(Ase&n) are active in the
Cairns group of agricultural
exporting countries pressing in
the Uruguay Round for an end
to the huge form subsidies of
the European Community, the
US and Japan.
And, along with

activity on international trade
policy Issues, this year has
been unusual for Thai trade on
at least two other counts - the
ascendancy of jewellery
exports, and the prosperity of
agriculture.
The first surprise was the

unexpected rise of gems and
jewellery into second place
among the too manufactured
exports. With the sector as a
whole expected to earn Baht
161bn this year, up 34u8 per
cent over 1987, the value of
gems and jewellery could reach
Baht 2Sbn, up 27 per cent
Garments head the list of

manufactured exports at Baht
47bn. Other items are fabrics,
integrated circuits, shoes, and
computer parts and compo-
nents. Non-manufactured
exports include rice, rubber,
tapioca, sugar, seafood and fro-
zen rhklwn-
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Tourism is enjoying contin-

ued prosperity from last year’s
Visit Thailand year promotion.
Almost 4m visitors are expec-
ted to bring in Baht 57.2bn in

foreign exchange this year, top-

ping any of the individual cate-

gories in the other sectors.

The second surprise was the
strength of agricultural
exports, especially rice. Every-
one knew prices would be good
because drought struck 1987-88

production In a broad swathe
from Pakistan to the Philip-

The government has
been forced to start

tightening up
copyright protection

pines. Few realised how much
Thailand could eventually
export
As if from nowhere, formers

produced a record secondary,
dry season crop of more than
3m tonnes of paddy despite a
threat of continued shortage of
irrigation. Early rain aided
their efforts. Exporters contin-
ued to accept orders which
some thought might force
Thailand to import in order to
fulfil export commitments.
By the end of the year, Thai-

land is expected to have
exported more than 4m trmrym
of milled rice. The value, esti-

mated at Baht 30.2bn, will
break records because of the
strength of world prices, a
much needed turnaround for
Thailand's rural sector which
1ms long suffered from price
depression.

One reason for the previous
low rice prices was the 1985 US
Farm Act which in 1986-87, its

first effective year, handed out

flbn in subsidies to 20,000
American rice formers.
Unable to match that kind of

money far its Sm-lOzn forming

families, in July 1088 Thailand
hosted a meeting of senior offi-

cials from 14 non-subsidising
agricultural exporting coun-
tries which officially formed an
nTiiannw the fallowing month in
Cairns, Australia.

Two years later, Thai offi-

cials and some of their col-

leagues in tiie Cairns group are
worried about the possible fail-

ure of the December 5-7 mid-
term review of the Uruguay
Round in Montreal They are
discouraged by what they see
as growing protectionism and a
weakening resolve among
industrial countries to tackle
agriculture - partly because
this year's North American
drought and higher world
prices have reduced subsidy

bills in the major countries.

Thai interest is no longer
focused on agriculture alone,
however. Pressure from the US
in particular, has forced the
Thai government to start tight-

ening up protection for copy-
rights

,
trade marks and

patents.
This is happening with con-

siderable reluctance cm Thai-
land's part, although the gov-
ernment is said to agree that
Thai penalties for trademark
infringements be tight-

ened. If passed, amendment to
the trademark law could end
Bangkok's position as one of
the major centres for counter-
feit designer garments and
other goods.
Thai officials say rules on

Intellectual property, services
and Investment shcrald be set
multilateral!y, as in Galt. They
object to bilateral pressure on
these issues leading to harass-
ment in merchandise trade.
The pressure from the US

has backfired somewhat, as for
as diplomatic relations are con-
cerned. The debates on pro-
posed legislation and adminis-
trative measures are complex.
They are beyond the grasp of
much of public opinion already
prone to nationalistic indigna-
tion whenever Thailand's tradi-

tional superpower ally seems
to be playing Big Brother.
One issue is whether Ameri-

can calls for copyright protec-
tion will be satisfied - without
any action needed in Thailand
- when the US signs the
Berne Convention on copy-
right

In April, the Prem govern-
ment successfully pushed
through parliament an amend-
ment to the copyright law that
would have covered US works.
But Gen Prem immediately dis-

solved the House of Represen-
tatives because of a rebellion

by MPs who saw the opportu-

nity of creating trouble for the

government on an issue that
few understood.
The dissolution killed the

bill which had not yet received

the royal signature. It also

effectively ended eight years
with Prem at the helm.

The copyright issue has now
been transformed since the US
Congress ratified the Berne
Convention. The question now
is whether the wording of Thai
law backdates protection for

American works.
Other issues of contention

between the two arise from
Thailand's increasing popular-

ity as a manufacturing base for

companies from more
advanced East Asian econo-

mies.
They include anti-subsidy

drive to relocate some of their

own labour-intensive indus-
tries in Thailand to take
advantage of lower wages, the

stability of the baht against the
dollar and, where appropriate,

the benefits of the generalised

system of preferences.

According to the Board of
Investment, applications to set

up manufacturing operations
soared by over 250 per cent last

year and rose a further 300 per
cent in the first half of 1388.

Actual BOI approvals climbed

tries such as tyres whose
output grew by a more modest

18 per cent . .

Other more export-oriented

industries are following a simi-

lar pattern. Textiles have

maintained an annual growth

rate of about 36 per cent with a

steadily increasing proportion

taken by ready-to-wear gar-

ments and receiving the bless-

ing of Pierre Cardin. The gems
industry has rocketed from
almost nowhere to become a

world leader in the cutting of

Soldering printed circuit boards at Tanln Industrial In Bangkok

by 90 per cent and 100 per cent
respectively.

Thai nfffniatg rfalm that th&
continuing upward trend
shows no sign of being dented
by the deficiencies In transport

and communications and rep-

resents a vote of confidence in

the country’s capacity to over-

come these difficulties.

A slow but significant shift

towards inward investment is

also occurring. Thailand has
largely followed the well-trod-

den path of industrialisation,
Starting with the emphasis on
import substitution industries,

often protected by tariff barri-

ers, and then moving into con-

sumer goods and intermediate
industries together with the
heavier, capital-intensive pro-

jects as represented by the
Eastern Seaboard Development
Programme which will exploit

the natural gas reserves in the

Gulf of Thailand.
The strength of domestic and

international fluma-mi for man-
ufactures in this category is

substantial For example, in

the first three months of 1988

motorcycle sales in Thailand
shot up by over 60 per cent and
local production by 55 per cent
Car sales leapt by 38 per cent
while the number of vehicles

assembled and part-manufac-
tured rose by 55 per cent, drag-

ging in its wake supplier Indus-

and anti-dumping actions an
miniature bearings made by
Minebea, the Japanese group;
and pressure on Thailand “vol-

untarily” to restrain its exports

of steel pipes to the US. Under
the new US omnibus Trade Act
the pipes, despite processing in
Thailand, are defined as steel

originating in countries such
as South Korea and Japan that

have agreed to limit their
exports to the US.

Despite Thai accusations of
protectionism, however, US.
officials point out that Thai
exports have soared by about
30 per cent in 1967 and proba-
bly by more this year. Never-
theless, compared with some of
its neighbours, Thailand is less

dependent on the US, which

stones and manufacture ofjew-

ellery and expects to have
some 14 per cent of the world
market this year.

Shoe sales to the US shot up
by over 500 per cent in 1987,

while the output of leather and
leather products grew by a
more modest 80 per cent.

There have been few more
dramatic turnarounds than in

household electrical appliances
which three years ago
appeared to be languishing in

the doldrums but in 1987 saw
the Board of Investment grant

50 applications for new plants,

more than the combined total

of the previous 25 years. Much
of its output is designated for

(he domestic market.

The constraints on further

Industrial growth are not so far

acting as a significant deter-

rent to investment. Issues such

as the increasing lack of

Skilled technical labour and
engineering graduates, the
congestion at Bangkok port,

the threat of protectionism,, an
underdeveloped local capital

market and some underlying
political uncertainty, appear to

have been discounted, or at

feast offeet against the assump-
tion that Thai pragmatism will

suffice until longer-term solu-

tions emerge.

Roger Matthews

takes 20 per cent of its exports,

Japan accounts for 15 per cent
of Thai exports, hut supplies 25
per cent of imports.
Clouds on the horizon

include possible falls in agri-

cultural prices if world cereal
production recovers, and possi-

ble side-effects from the protec-
tionist war that the new US
Congress could force the Bush
Administration to wage
against Asian exporters.

But, for the time being, Thai
businesses and their Asian
partners are selling for all they
are worth. And that means to
neighbouring Laos, Vietnam
and Burma, as well as North
America, Japan and the EC.

Peter Ungphakom

Ifrow tancM » rtematauLKu need a wdktfaUnbcd h«k
.,**»* cm ttliggiodc*gi3f youdy ib awdewoaym BWnnu xmxa. Ote tunfc mattesccom MMifc»d cwnmndenbi» pn»hk ifl Unh of bonkuu bofafcft

at SumM ceMtH afl over Dm taodd.
*

M BangkokBadeUndtedw IbMUir, 1^. Bull



FINANCIAL TIMES MONDAYDECEMBER
v>* ix£&

51988

LEGAL COLUMN FINANCIAL TIMES

hs band of firms tunes in to Far East

a- - . - &>.
P-» .

By OavMI ChurchBl

WHILE 1992 and Its

J5fi2S?F is®* tegal
in Europe nay be

JOgginf ah the headlines at
present, some firms are
continuing to- look farther
sfiJJLm ftefc quest lor new
uiiAns.

'i*: i

'“ssic

^WRriaj
i n Sanjim

^WtotiKtUrs-j

*T cmt nf *•-! _"*

te'yrer
"'"4

^^HK^the opportunities tow Far East ln addition to it

s

5®*® tsj, Ho&g Eons and
Singapore, Freshfields fs
Jgsed to open in Tokyo as

M£_Michael - JfacCabe,
rTesnneKte maungtpg PBTtucr
“78- ‘’We: expect Japanese
investment lit Europe to
Increase significantly m the
coming years and anticipate
tosAbfe to advise japanese
Clients through anr nffirwa
in London and Paris where
we ao^e on Kwgffrft. French,
and European Community
hv.

. . /Through the offlne we. hope
to improve t3>e service to onr
Japanese cheats and to help
non-Japanese clients whose
activities include contact with

ftMv.rre.

test fw Fi r'^”.
i?

2

teaarrinaTiS

tbvet v

'

-
r
-

to t* :af.f^,*5
snsa b^ ^ ^
I -jf

U the
*irt*>c? Ji v^- '».7>

r^T! i?

Freehfields will join a
dutch of other leading OK
legal firms. ~ including
Slaughter & May, LMristerg,
and AHep & Overy - which
have already taken advantage
of the change in Japanese
regulations last year to open
up in Tokyo.

Restrictions still exist,
however, which prevent
British firms from either
practising, law in. Japan or
even taking on Japanese
lawyers as partners to act
for them.
Mr MacCabe believes it

important none the less for
Freshfields to be in Tokyo
because rf the “development of
the trading lines between
Japan and the EC as a whole.”
Consequently, Freshfields is
also . “actively considering**
setting up a Brussels
office as well to the near
future.
:

Freshfields plans to operate
its Tokyo office, under the
guidance Of Mr BfU Richards,
previously head of its specialist

financing group.
. At the same time Mr James
Lawden, a partner who has
spent a year working with
a Japanese law firm in Tokyo,
will head a group to Tjmdrin
to support the Tokyo office.

A rather different approach
to providing advice for UK
companies and individuals cm
Turkish law has been set up to
London by two Turkish
lawyers.
Turkey, an associate

member of the European
Community and keen to
become a toll member, is
viewed us an attractive
property investment
proposition for those wanting
to cash to on the tourism boom
to that country.

Mrs Daysn Enzalti, a
member of the Ankara Bar, is

the first person to be given
permission by the Home Office

to act as a Turkish legal
consultant in England. Her
partner, Miss Aydin Turkan,
is a former member of the
English Bar who became a
member of the Law Society.
Their partnership over the

past few years has benefited
particularly from Britons who
have visited Turkey and who
subsequently want to buy
property there.

uiss Turkan says the
Turkish Embassy in
receives about lfl letters a day
from individuals wanting to
know how to go about the
process of buying in Turkey.

Digital sponsors
university chair
THE FIRST university chair

of Information technology law
in Europe is being set up at
Queen Mary College in Lon-
don.

Digital Equipment Cnmpany
is sponsoring the chair at a
cost of almost £500,000 over
seven years. The chair has
been created within the Centre
for Commercial Law Studies
and is likely to be filled at the
start of the next academic
year.
Mr John Boyd, QC, director

of legal services at Digital,
explains that the company is

keen “to foster the develop-
ment of a legal framework for

information technology, such
as in the fields of intellectual

property rights, electronic
tends transfer, »nri trans-bor-

der data Hows.”
Professor Boy Goode, the

centre’s director, says the
sponsorship will enable the
department to “develop a
major programme of advanced
teaching and research into the

legal impheatfons of informa-

tion technology.
-

Law Society

Finals rapped
CRITICISM of the structure

of the Law Society Finals
examination has come from a
student organisation called the
Trainee Solicitors Group.
Mr Richard Henderson,

chairman, told a recent legal
education seminar at Leeds
University that the examina-
tion needed radical reshaping.
He said there was a need to

move towards continuous
assessment and an open book
system enabling students to
consult reference materials
during the examination.

“If the examination is to test

one’s ability to work in the
way in which a solicitor works
in practice, it seems fairly

basic to introduce this change
towards realism,” he said.

The examination should
measure the ability to work
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3«r. •«. w Spicers Executive Selection
A MEMBER OF SPICER & OPPENHE1M INTERNATIONAL

International Asset Finance Lawyers

THe continuing growth ofour International Asset Finance Group has opened up new and exciting

CTTgeropportunities for bright and energetic lawyers.

As part of our shipping and aviation team you will undertake varied and challenging work

concentratingpp international financing, mnnratrve structures and high profile transactions.

You will need to be industrious, energetic, and willing to accept early responsibility. Previous

esperieace ahbough useful is not essential. Newly qualified sahriUKs or barristers wflfing to requalify win

becansidered-

m offeryou a competitive salary and benefits package together with foil support, teaming and career

development opportunities.

Apply to:
frillian Spwth

Personnel Manager, Norton Rose

Kezopson House, EO. Box 570, Camomile Street, London EC3A7AN

Norton Rose

Hughes-Castell Ltd
London and Hong Kong •

legal Recruitment& Executive Search Consultants 131

jite

-T.C.

TTTVTOUE OPPORTUNITY - CORPORATE FINANCE
c £45,000

A luge Australian based firm requires a qualified Solicitor for their London office.

. id he U K. and Anstralian qualified with approximately four years experience, preferably
Candidates snouM oe

- portion for an Australian lawyer wishing to remain in London for a few

P*b f°r eventual return to Australia.

miiqt be catjable of working to deadlines within a team framework, but in return

11 BoltCourt FleetStreet London EC4A 3DU

Telephone 01-583-0232 FAX 01-353-9848

Eke a solicitor rather than, as
at present, test the candidate's

ability to remember.
He commented on “the

unfairness inherent in the
present system which gives

people very little accurate
guidance as to their progress

and then permits about 40 per

cent of candidates to fall at the
first attempt”.

Television

on trial
CROWN COURT, the fic-

tional day-time television
series Shouting a trial in prog-

ress, could soon become real-

ity.

Hie General Council of the
Bar’s working party into telev-

ising court proceedings
in England and Wales - set

up earlier this year - has
just reported on its
progress.
The committee has taken

evidence from a wide variety rtf

sources in both Britain and
overseas and is stfll monitoring
these developments.
Evidence from lawyers and

judges to the European Com-
munity, Israel, Canada, Austra-
lia and New Zealand has
already been obtained
on the contribution which
television makes to the
administration of justice in
Hmir enimtarifta.

This week, moreover, Mr
Jonathan Caplan, chairman rtf

the committee, wfil be discuss-
ing the issue with members of
the American Bar Association
at its annual media conference
in Florida.

After the conference, he
plans to tour courts in
the state to witness at first

hand televising courts in
action.

Other members of the com-
mittee have already been to
New York to see the arrange-
ments for televising its courts

and to question court adminis-
trators.

Mr Caplan reports that “It

has been highly instructive to
see the evidence of Common-
wealth legal systems which.
Eke our own, are adversarial to

He said the committee would
be comparing this to the expe-

rience of countries such as
France and Spain which are
based on an inquisitorial
system of justice.

“There are some difficult

issues to be resolved before we
wm say whether televising will

suit and improve our system of
justice," he adds.

“Today's technology reduces
the intrustveness of television,

but the hnlannp of the
trial process and the interests,

particularly of witnesses,
jury and the accused,
require very careful consider-

ation."
The working party ahna to

submit its findings to the Bar
Council early next year.

Law Society’s

Admission List

In order to see your
name in the pink,

remember to pick up a
copy of the FT next
Monday; and every

Monday for high
quality legal

appointments and
topical editorial

affecting your
profession and you.

FINANCIALTIMES

Review

Are you reviewing your career? If so, a

meeting with us canprovide you with exactly

the right kind ofskOful guidance and

assistance in pursuitofthe best possible

opportunities to give your next careermove
the foundations for excellence.

We areknownthroughout the legal
profession for providing a first class personal

and professional service to clients and

applicants alike. Ibrfiiither information and/

or to arrange an informal and confidential

meeting please contact one ofour

consultants.

Total discretion isalways assured

LEGAL SEARCH
&SELECTX3N

160 New Bond Street,

London WlY 0HR England

•telephone: 01-493 8515

(24houranswerphone^

Fax 01-495 0285

MIMES*
FINANCIAL/LEGAL PROFESSIONALS

tn view of an approaching retirement.we shall welcome contact by qualified Financial/

Legal professionals sympathetically disposed and attuned to the needs of a highly

successful family controlled Private Company that has excellent ongoing growth prospects to

join us as an Executive Director. Could particularly suit someone contemplating or already

semi-retired.

Location ; Kent

Please write with full details marking envelope
STRICTLY PRIVATE & CONFIDENTIAL to:

Box A1053, Financial Times,

10 Cannon Street, London EG4P 4BY
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ACROSS
1 Echo note with section of

orchestra 02)
10 Old ballroom dance with

individual pace (3-4)

11 Tropical bird: fifty-one seen
in hickory tree (7)

12 Secure turnover with a
plant in forest (5)

13 Follow and observe two-
hour vigil at sea <8)

15 Expect worker here in
France to take hors
d'oeuvre (10)

16 limber in Kent is a bargain
(4)

18 Crowd listened to sound (4)

20 Sensing it's gone wrong
from unwillingness to pay
(10)

22 Take note of the singer's
tone quality (8)

24 Prepare one to be joined in

matrimony (5)

26 Avenging force seems in dis-

array (7)

27 Opening one's first letter (7)

28 No sense getting involved
with Latin - it's not impor-
tant (12)

DOWN
2 Cultivated by English mem-
ber an insect (7)

8 Arrival on stage door (8)

4 The point about gymnastic

training (4)

5 In fbvonr of gentlemanly

round-up (10)

6 One of the mate s family,

according to file rule (2-3)

7 Horse's lead In racing com-

petition a cravat perhaps (7)

8 Textile group is daydream-

9 Lowly* housemen shuffled,

around in a way detrimen-

tal to health (13) ...
14 Shape Is too unusual to be

ideal (10) . , .

17 On Hebridean island

Heather needs interpreter

(8)
19 Buie about American nnE-

21 Si?Stripped up titillat-

ing literature (7)

23 Girl in bed has black eyes

25 Long backbone — no head

(4)

The solution to ^SaJuntajg
prize puzzle wall he published

with names of winners on Sat1

mday December 17.
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BRITISH FUNDS

Siadt

Price fad. last

£ IYM.I *9

"Shorts” (Lifts up to Five Years)

12SC rreaslliipcimu-
BK Treas *)

lzpc Ciw 1S89..

SOC rf*as3pcl989_.—
iw Tnem ioilK iwj
Z40( Excti.lOpc 1S99
2.OOt Excti Hoc 1989
MlTreaa5pcl9S&^9.-..
535 lKAIO^PCO'SS..-.

1.000 Fftas 13(X 1990/t
1.40C Excb line 19W

—

USC Enh. i3T3 Dc 1990
530 Treas. 3pc 1990.
60C rreas8>apc 1987-901*..

L.MC Treas. BpcCv 1990»-
L687 Treas. lOpeCv 1990....

50C Btch 2 <2pc 1990
2,200 Treas U V pc 1991- ...

400 Funding 54,nc-8Mltt.
400 Treas. %x 1991
646 Treas Udc Or '91 *L...

1,551 Eh*, line 1991.
L3SC Treas. Sac 1991-,. ftl
90C Treas 12^pe 1992tt...

“
1.6* mens lQpc 1992.
MOC Treas. 8pc 1992
U28C Treat 10<sgcCyl992tL.
SOC Treas. 3pc 1992.

ZA3C Exclt. 12 '*K 92
I.757 Each 13 >2 pc 1992...-.
950 Treas 8h«pc 1993

l,85( Treas I0pcl993tt.
J. 1M Treas 12Vpcl993»_.
60C Funding me 1993**....

La«Treas 13\ pc 1993U...

22«agZ2F(& 1291P 180al8A|a 1348
10.mO.lB UfailSHs? 13271

I4Dk14J« 1287
IFets LAup 1250
«Hirn5iS 1256
ISApr15Od 13291

lSHalSHo. 12»
15 Jtl 15JM 1300]

12 tag12 FA 1257
22Se?'2Ma 1262
8Ha«8NUy 1325
15 Dec 15 Jib 13401

16MU>JraUasl
a«u250H128sl

^gl>.10 zzi& 2?«w IZTOiNli 10 Ja 10in 1292
50a5AprlZ75
138a Ufa) 132b
l2Jml2MMb
ZSApr250a 1258
laiEBjfflta 1535
ZZJ0I22JOT 1297

2UUS21ft* 2283

130a UApe 1337
7Wov7May 1289

mtt UDteLUan
19.7 K5Fth25A«
H22tlArZ2Sa>

ISA-bIBFi*
150rtl5A{» Lm
14Jai ldJul I2%|HPNP ISUarlSSep 127b|

loSlfloblb) 23Noirfi3M

LQSC Treas. 8^2 pe 1994
75C Treas 8i*pc 1994 A...

.

600 Treas 14 j2PC 1994*1...
1.1K Eadh 13Tape 1994gES^uisiiLM

*jpe 1994
1.600 Treas 9pc 19941*.
2.350 TrvdS 12pc 1995
229 Exdi3pc Gas 90-95....

2,IK Each. 10Uw 1995.....

LOOt Treas I2h pc 1995#*...
90C Treas. 14pc‘96
75C Treas.-toc 1992-96**..

135C Treas 15h*DC 199trtt..
BOt ExehJ3i«pc 1996**...

1.109 taveretofl Mtec 1996.
1.50C Treas 13 >« pc 1997**...
3.10C Encti 104 pc 1997
3.75C Treas 8%pcl997tt._.
1,000 Each 15pc 1997
2,BSC Exch. 9Vnt 1998-
1 .00C Treas 6 ti pc 1995-960..
1.10C Tre«s. I5iapc '9ft*....

2,500 urcfi. 12pcl998.
1,250 Treas9 lj pc 1999**.....
2,900 Enh. 12 *4 pc 1999
1,252 Treas. I0*»pc 1999....
1.54£ CdmenlaPiOLipc 1999.

1 .200 Treat 8 pc Ln SOW*.

.

1.564 itaquerstan 9pc 2000**.-
1,817 Treas. 13pc 2000
1.050 Treas Utoc 2001
1,250 Treas. l4pc '98-01
802 Cameraon 9 V pc 2001...

l.faOC Exch. 12pc‘9902
716 Conversion 10pc 2Q02.

1.460 Treas 9% pc 3)02.
UOC Each. 9pc 2002.
1.80C Treas. 131i pc 2000-03..
l.OOUTreas 10pc Z003

Five ta Fifteen Yeats
in id 27.6
1D8S -
1077 26.7
10.91 20.9
10L6S 211
109 18.7

H i 20A
’W69326.9mmoM i4.6

m.7d 1S6

10m 27.9

10A5 lQ.ia
1031 15.6|
1042 15.7
10Z 26.7
1023 20.9

I 10JC 13.6
S9.8C 26.9
1 10*7 24.8

1034 228
102 13.10

1 10-11 17.1QJ
19.97 21.6
W.98 28 7
110-33 7.6
1003 20.71
1036 17.101I 10.0G 4.7 I

109% lOJfi 15.6
100S. 9.93 591

m 7 33
I 1037 20 6
»h-77l 2.8

3Au93Feb H
3 Feb 3 An?
lSeplMar 1307
2700 27Apr 1267
9Dec9Jwi 1284
22feb22AaB

iisiflllib 17Msil7Nn 13451

25Jul25Jta 1294
INwIMay 127111 2Uta2Uul 1254

mai.iO 15M* 15*» 1296BSh Z2Joi22Jrii 13051
15Sesl5M» 1344N 3Ntn3May 1309

lO^iO.iO 15ft»15M« 1268
15Uot15Nbi UMO
22Jul22J* 1302
21Aay21F«b 1253
lMArlScp 1341
Z7Apr270a 1269
19 fad T9Jan LZ73
lNcvlMay 1331^N 30Mw3O5qi 1308

10J4I14.10 ZMfarZOHai 1259,

1003 8.6 15Jul 15Jan 1347
26Stp26«» 1364
19No»19Haj 1288
EUtfZnk* 1242
2BJaa28M 1338
3Sep3Mar 12441

14Janl<Uu1 J299
26A«i26M12BO
Z2Rn>22lta) 13061
lOFtblOAm 1248
Z2JulZ2J» 1261
UOttUAr 1241

21.7 VfHUtoi 1M9i
mam m*j lwm 1272

Z5J*25J«rf 1303
SKarBSepUm

l,900(Trtas. U*i pc 2001-04..
OOnTreas. 10pc 2004..

Over Fifteen Years
109 J»11015(15,8

443]FimdiDq 3V>pc '99-04.1 58X|B.35| 7

A

1.36$aPMnW 4>zPC 2004...
[
99^9.6319.9Mr q 57I J2.9

187(2 15.8
1205 90?
87h

1,801 Conversion 9'j pc 2005..

1.05C E*ch.l0izpcfto5..._
2.20C Treas. 12>2pc 2003-05..
1.80C Treas. Bpc 2002-06**..
3M UsMenton9kOC200/i...

3.150 Treas. 114,pc 2003-07..
1,401 rreas8>aPC 2007 **....

1.25C Treas. UVcc '04-08.
1.80C Treas 9pc 2008 tt......

LOOC Treas 8pc 2009
36T Com 9pcLn 2011 **....

1.00C Treas. fcne 2008-12**.

700 Treas. 7(pe 2012-lStt.
LOOUEjcdi. 12pc ’13-'17....

[ 9.86 15 6
.9.31 9.61
l 9.75 22.8

19Sqil9Mtr 1290
9.70112-10 18fa,IBfar 1282rara i4jjai4ioi uemI

a Apr 25 oa 1246
18 (fa IB Apr UW7I
2Ofar20Sq> 1251

17.10 2iMa)21»« 1295

1.9 5Apr50ctl334l
1010 15farl5fa, 1249,

22JM22J* 1293
l6lanl6Jul 1339MB 26Sep26Mri 1301

1026) 6.9 13ltar 130a 1343
kill 19.8 Sda25Sto 13%|
(9,lg 6,6 12Jjn 12Jul 1245

IflMarlOS® 1330
26,lid 26.Iri 1332
12Joi120kU260|

BRITISH FUNDS-Contd

Stair Imf id Out IBk

Uodated
44|355 S:wotJs4pc..

1,901 War Loan iij’prt*.

154 Con*. 3i> pc 'SlAfL,-
56 Treas. 3ue '66 Aft

276 CmsoIsZVpc...... (27,
473Trtas.2iapc m

Z7.6llPablApgh239
39% - 22 .111

61i - 25.8

MS - 1.9,

25.8

UunlDec 13521

lAprlOct 1243

5Aar 50ct 13241

-J 1.12 BdaApJnUHl238
WprlOalDU

Index-Linked

SOOtTrem

S3?

HI
soc

L20C
95(

1^5<
1,101

L70C
1.40C

(V
2KIL *90(84^.

0o.2pc'92tt(97.8}...
Da. 2 "94 (102.91
Do. 2pc '96(67,9)
Bo 2 wpe '01(78Jl^.
i.2% pc 03C78.8I..Do.

Do. 2pc ’06(69.5)

Do. 2ip pc '09(78.8)..

Do. 2^00 '11(74.6)..

Do. 2JZPC '13(89.21..

Do. 2>* DC' 16(81M..
. . Do. 2^2 pc '20(83.0)..

900tDc. 21zk'24M97.7).

^nwdUrarwlredmptl^raWjMpr^^d Wlauanof 5%^

monLb^icl' tTfawfaudSuiwlMea^Sd
1

toreflS rSiaeJrifl

of RPIla 100 In Jatnure 1987. Conrereta, fadnr 3.945.W for
March 1988:104.1 and Tor OctoOer 1988:109.5

INT. BANK AND O’SEAS
GOVT STERUNG ISSUES

5C 4ManDiBkUi|U2D10_
KK Uaa0ur8tmpcC£S9-|
IOC Australia 13 is pc 2010-
IOC Oa. ll)BpeLn2<115-—
7! EnrebnBkUpclfa200Z..

IOC Oa. 10*ppc2004..
75 MnAn Dn nl2%pc 2N3-.I

175 Do.9*peLn2015
1

75 lllyslA lOVpClJt 2D09..J
5QEiL WttMSUtB WuslBOlJ

mmm

4 Jan4JmJ
3«(*2&o)
28Lui20ibi[

il0JC(24.10 ZZfarZ2H«]
^SJanSJul

13.lOflj far 15 far

BM|31lM31Jri
UMarlScp

CORPORATION LOANS
X DliBrirakam 13bpc 1969-
45 DoTil 1*1*2012.
4t SLC 6Vpe 1990-92....
4C Leeds U^pe 2006
5 Jvwpool 3'jpc Irred,.

25 XC 61, pc ‘88-90.
26 Do.3pc‘20 Aft
7fajndKterl2iaJE2D07_

101 >2

107
ij

iH
|9>2

1^1

U2ti26.10l»B«afa, 1838
10Aoil4.10U5Ma)15No. 18371

digfiH15Fehl5Aai 26471
lAprlOci W46hjaAprJxOc 3169

11-Mf 10.6 Uojgn HUM 3198
MHHfUivJaSO 31971

ISApr25flaui75

IB-hd 15.7
1I1M 9.9

-1 1.12

1.11
1050 23.9

COMMONWEALTH &
AFRICAN LOANS

^sMaasf =i
M D0L41*pcffi-92A«d._J 84^19.33 7.7 hPFe6 7Augi -

LOANS

&fldfiq
.-HpcMJZtt—
pe2>l-B9.-...
.pc 20.2.89.
PC 13.3.89
pc 17.4.89......

pc 85.89..
pc 30.5.89.

—

c 26.6.89...-,
pc 17.7 89....
pc 7.8.89
pc 29.8.89....

pc 18.9.89—
pc 2.10^9—
pe6.ll.B9—

60too.3^pdLLn2O21_.

Societies
12S 203
125: 17.6
1246 -
1246 83
1246 12.9

I
TB£,|12S -

.

98/.wl24j 24.10
9833124 11.]

9kuli2«r-
70

|21Jai2S«fa
[p3Jan l&Jull
pfehlSAagj
mMar7^|
I7Afrll0a
8May3Nw

[30J«31Mb465

Public Beoid and XnL

JH&£&E!3 ’d?:Sl
1iSliiS^

3(31 UVpcUnLn‘90...
Do7igpcADtj89-92..
Do.UlgpcUn.Ul.1992.
Do. 74tpcA 1991-94—

1« DO. 9pc A 1991-94..
, ,

00.8% La 1992-97J 88%

13.6 IllJaB LSJud -
305(0 31 Dec
14 liar 145<o
3lllar30S(p

31 Mar3flSea|

31Aag2BM

FOREIGN BONDS & RAILS

£re Stack

7 ireek7pcAs.—.....

4 Do.6pc29Slh.AB.-
1

- Do 4k Mixed Asl.
1 Hung. Z4 Ass.

40 Iron Oafec 15*2...
X tdtadl4l;pcLn2016.

30brdMl9%pc'91-96-

Prfce

£

Mil (IB

«%

Dh %
Bnfa
3J0

3

275
15.00
1430
9JS

Lad!

1* «t,
17 78 1.UI
(667 1.8,
1444 3 10i

0J7W
i»a 27JQ
mi 4.1
Ii3i.b

Mcmt
WM

IMajilMo*
IFfalAoQ
lAprlOctll»
UMnjfaa

IMarlScpwB

Ptr-

AMERICANS
BUM
Cg.ii Stad
5U1 1 UttuLiborauricsl.
186.0 PAHegtaw&Wlc.
1,467J AmU SI i

£W43 Amdahl 5e

2310.* Amer. CranamW 55.

70825 Amer.&preBfeSc,.

6861 lnrMraalNL£L„
DJW UnrrianT.iT.Jl..

6W AmertiechSl
5017.1 Anheuer^Basdi SL
1.7650 LnAAmericaSlA.
U16j BankenR Y.S1
Wri BrilALUM 51—.
B30J BriKouthCbrp

,

803.0 gBoideheor Steel S8.J
- B(D-Rac late, be ’A'j

537 .( Bowaurh*. —
2MDL4 Jrotofan-fBTfclftic-

aD.8 Branswlck 75c
22574 VCInul.2Sc.......
25126 CSX $1
204.1 jllfomUEnsf.—.
3470 falFcdlKSL
21*331 fanpbed Soup 15c.
3.435.7 Caterpillar Inc SI...

UMi aagManhituaaUirj
13940 On. BaAireCorpa.
J02#i ChrysierSOIe
A.4U7 anconisi
4Jt jtyFed Fin. CPrp...

U6L7 Wgue-fefBoQwSL-
64LC fas Fitigktars 62 lie...

120.2 CMIIIIMsCtraSL
16.5 tare liltaah HMgs SL

- rCmvoratefiaMSmt.
100.4 CullinetSfiarlc....

879J Dana Carp SI
26L0Data General

2**4 SIMS'S! 2 7|M3 JJMFb Mty Ay IMJ5S3

Sl.feq

For Derma-Lock Med.

Dfr lY*ld Last

Grass Gr’l Ml

30c 4.6J
Q20t 0 91700.
hide 0 .6(10.8
SI 20 *-3222
84c 324 lot

472c 4JlU:
SI.20 4.3273
S5.4C 6 Sz7ii
72c 23(3.11

(U'«
31A) 5 0I2&3
S4M S.d27 61

SZJS fall A.7

1U
£L12( 4.d 7

~

1

4& U 145
,

44c 27 said
Sl.44 29 25.9
51.24] 4 2)22 2

S1.40J 66(9.11
84c 2E 4 1

75c 1.2 19 ID)

S2.lt 8 1 27.7,

S272 8.4 6.6
SLU 3.9 129i
51.4t 5.B2S.I0,

4c 12 29 10

sSl.48 3 4 1400!

98c 32 3.11

Be 1.6 30011

4Z4L7 too & Bradoreet SL
LOU) Eaton Corpa. 50c.
21Wi FWGiwinl(?!r. .

WJ661 Fart Motor SI
544.4 iATX62<zC.
ZUSi‘ fan. Eta. 63c

- Mown Ha9 Cure SL.
20723 SllletlcSl

094.8 >rAreF«si5raAU-
595.7 JreyhoundSJij
449.5 Hasbro Inc 50c
250i Hon* Grata SI
1,413! Haneywellfalls

18HI taswtalCarpAreSL.
LJ641 rloasunlnds. 1 -
36174MBM CarpaSlb

For7.C. Ws.
USIJ fTTCdrpn. SI -

4£>13&&£*
U26.* backfeed Crpn. SI..

274.3 Lane Stir Inch 51....

531.3 Louhiana Land 15c.
445 6 .oar's 50c.

762.3 Maui. Hanover SL
14921 Merrill Lynch JL...
4726 Mate* Inc —
3.4191 Morranunsip-.
7080 J 4YNEX5L
2975 PHH Carp. |

- pacificA*.|.
1JDU faclflcorpS37a

U57.1 Pacific TeleMs 10c.
5§9.6 Pall Care. 25c.
15992 RerniwIlOT l/3c—
560.7 Prenurk InU

822.0 Primer ica SI -
2232(H)inker Oats S5..—..
12210: RJB faWseoinc

—

566.C ftcpHY Corpn S5.-.
20251 hxkadl IMJ. SI....

2M92 Sara Lee S10J3
66403 Southwestern BeUSl
1,8763 run Co. Inc. SI

,

UM7rRWIne.62i>c_J
698 6 TW Services 55...

-

3.96*3 TennecoS5
6.1775 Texaco S6.25
1,9373 Texas Insir. SI
5.098.1 Time lac. SI,-—

.

13t37.4nrsnsamerlca SI—

.
SI.74 3.4 15.111

bS2.0C 3.4 210
.

5220 73 2311'

L
id S24( 4 7 Z7.10)

iMSi ec 3 4 12.9
SI .41 3.2 23.01

28c 30
86c 2.7 29001
60c 5.6 2ai0

X2i 1.0 O IB .

2tk L8 28J.1

S2JX 3.6 22.11

72c L7 28.9
S2.96 lOi Will

&3QM S4.4d3A6U
Whitman,Coro,
U.4H 3.<dl5.UUaApJr0cbQU>

4.fl

Hr JtSeDe
faMrJeApi
RrJtSrfa
Fb MjAgfa
Fb My da Mi

FbMjAgMi
Ft) Mr fa Mi

HrJnSeDr
TeMrfaNe
faiirlkJta

Fr Mr delta

AH*AiMa
NfaJMSD

|0c JiApJvl

fjJ Ap Jfyol

UnlUb

31.5

DMdrafa
BPdUN

P^-
be

(1581

|»4
5745

JidpJtr-
F UyAaH

M J .S.

HrJiSpDc
OcJaAp Jy)

F MyAoH
HrBy.8**.

SSs^
MyAaHF
,FhMyfaM*'
F My Aa NtZUH
Fe My An Mi
t'lJb JeSg.

faJiSeDe

Mr Ja Sc Dr

iaa

1884

[4G6
1909
2263

0109

(2135
B141

8»

MrJnSpDc
FUyAuNbUO
iMrJiSwDaT
tfaJmSD
KaitoSO
JaApJ^O

2615
2662
2675

MirlusSD
TUfatoyfa
JaApJyOt

I Ja No An Mr
JJanMUr jaDc 2915
MarJcaSD
NadafaJa
MrJnSeDe
UarJaiSD

t!695

vm

B919

12986

SI.04 3.21601,
S1.6C 4.1 15 U
SIM 6J »JI.
Sloe 3.2 2811

48c 24127
53 26 U.4 26.61
SLOT 3.9 HOOjF(bMyAlN

32t 1.0 -

S1.5C 4.4 155
54 04 6.3 27.6
&.U 35 17

S2.64 76 20.7
51.76 5.912951

40c L5 13.7,
53.00 4J M ill

60c 2 .C 89
S16C 5.8 4.101

. &L20 2.4 20.6
US22( 25)7.11,
S1J20 29 129Uan«reJtyC

72c 3.6 8.U1MrJhStue
Sl.44 35 28.ll!

5248 02 5.7
SI.BO 5 6 9.11
S1.72 42 8.11,

10c 0.4 1101J
53.04 63 7.11

65l
72c 2C 229]

SLOE LO 25.8

SI 84 fare30.9

2961

far JfeSD 2979
Mar JhSD -
IlfafaNHar, 3216
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CURRENCIES, MONEY AND CAPITAL MARKETS
FOREIGN EXCHANGES

Pound can make further short term gains
By Colin MHIham
STERLING MAY rise further
in the short term, but is likely
to fall back against the D-Mark
next year. UK inflation will
prak in the spring, and interest
rates could move higher, but
this is by no means certain.
This is the general view of City
economists at present
Ms Evelyn Brodie, senior UK

economist at Morgan Grenfell,
says it is essential the pound
does not depreciate hi general
terms. This probably means
sterling will advance to SL9S
against the dollar by the end of
next year, even though it will
fall to DM3J2 in terms of the
D-Mark over the same period.
According to Morgan Grenfell
this will leave the pound's
exchange rate index little
changed, at 78.2, compared
with Friday's close of 7B5.
Ms Brodie believes it is

important that sterling does
not fall, because of capacity
constraints within the econ-
omy. Industry will have prob-
lems fulfilling any increase in
orders brought about by a
more competitive exchange
rate, and the main result is

likely to be an increase of infla-

tionary pressure, without a
strong enough improvement in
the trade figures.

Morgan Grenfell forecasts
that inflation will peak at
around 8 p.c. in the spring, fall-

ing to 5.8 p.c. by the fourth
quarter. Ms Brodie hopes that
interest rates will not be forced
any higher, because of the dan-
ger of driving the economy
into recession.

Mr Nell MacKinnon, senior
economist at Chase Manhattan
Securities, expects sterling to
break through through techni-
cal resistance at DMS-23.
He believes there is a danger

of higher interest rates, partly
because Mr Nigel Lawson, the
Chancellor, has uaiiad is col-

ours firmly to that particular

mast
Mr MacKinnon noted that in

order to cut supply growth
from 7 p.c. to 3 p.c. - which is

necessary to solve the problem
of the current account deficit -

the Treasury economic model
was pointing to base rates of 13

px. back in the summer.

Chase Manhattan forecasts
that Inflation will riimh to a
high of 8 p.c. in the first quar-
ter, unless base rates rise

again, when the retail prices
index could touch 9 p.c. It

should then decline to 55 p.c.

in the fourth quarter.
Progress in improving the

current account deficit will be
slow, falling from £l5bn this

year to £12bn in 1989.
Sterling may fall back to

DM3J2 by the end of next year,
as overseas investors respond
to a slow down in the economy
and lower interest rates.

Mr Stephen Hannah, econo-

mist at County NatWest, sees
sterling moving as high as
DM3.25 in the short term, but
suggests it could fall to DM3.00
in the second half of next year.

He says there is a risk of

higher interest rates, but
thinks base rates will probably
hold at 13 p.c. until the Budget
Any further rise could be mov-
ing towards overkill, and car-

ries with it the danger of mov-
ing the economy into
recession.

Inflation will rise in the first

£ IN NEW YORK

three months of next year,
which Mr Hannah points out is

a time of major pay bargain-
ing; He forecasts that inflation

will reach 75 p.c.

Mr Mark Cliffe, an economist
at Nomura Research Institute,

also believes inflation will
peak at 75 p.c. in the spring,
but believes the authorities'
might get away with no fur-

ther rises in base rates.

He is not alone in hoping the
November trade figures will
show an improvement from the

record October current account
deficit of. £2-43bn, and suggests
that this should help ease the
upward pressure on rates.

Both Nomura Research and
Morgan Grenfell forecast a
November current account def-

icit of £15bn.
Mr Cliffe suggests that an-

improvement in the trade fig-

ures could lead to strong
demand for sterling, but this

will be a temporary blip, with
the pound falling back to
around DM340 next year.
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Yen per 1,000: French Fr. per 10: Ura pa 1,000: Belgian Fr. pa 100.

•AH SDR rats are for DecJ

CURRENCY MOVEMENTS POUND SPOT- FORWARD AGAINST THE POUND

0k2
Bank of
FngljUgi

Wb
iiogir
Ganttj

OonaoX

Sterling 783
923

-14.1

•14.9

Canadian Dollar 84.4 -L46
Austrian Schilling

—

136.0 +103
Bekhan Franc 993 -5.6

902 +02
Deutsche Mark 1463 +216
State Fiwk 169.6 +20.7

Guilder 1343 +138
French Franc. 69.4 -152
Ura. 45.9 -203
Yen _ 254.4 +88.7

Dct2

Morgan Gnaranty changes: average 1980-
1982-100. Bank of England Men (Bare Average
1975 =1001-Rate *e for Dee.1.

OTHER CURRENCIES
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1
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—

SndUtrUnd

Day's
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2.1945

66.95-

LU„
3.20V.
265.00.
209-10
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1595V
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.
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Close

18560-
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%
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bVfcpnJ
4om-96d£

Stiff
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%
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200
725
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4.76
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7.63
-0.69
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101
056
4j67
249
832
727
7.99

Bristol rate Is

595-5.85cpas
rate IscoroertMe francs. Flisndal Dane 6755-67.65. Sb-woUi forward dolto 334-3.29cptn 12 norths

0ec2

ArgexUna
Australia

trad! _
Finland

Green—
HongKOng
Iran

KaeatSUd.
Kuwait^— .

I niendiopg
Malaysia™
Mexico

—

N. Zealand..

SaadiAT.

5Af
S.Af(FnJ__|
taten
UJLE.

23.9125
121320
110920
175815
1264.60
14.4980
12425*
126550
051950
I 6725
149675
2279.00
128520
6.9680
3.6140
42190
65790
5L9Q
65235

24.0740
21340
1115.95
75070
26930
14.5155

1275.95
052000
6735
4.4810
229000
28570
4.9740
3.6225
42410
46970
5215
48290

DOLLAR SPOT- FORWARD AGAINST THE DOLLAR
128700
11475
99730
4.0820
14290
75010
46.75*

68340
[027965
3620
26720

14Z3555
15350
3.7505
19950
22750
35400
2830
36725

129500
13485
600.1S
4.0840
14550
7.8030

68920
027975
3630
26750
4239.65
•15375
3.7515
19433
22780
3.6035
2820
3.6736
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—
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|
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—

Japan
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Day's
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18420
15415
13855
19460
3620
465V
17255
143V
11285
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1238V
19450

18620
15485
11905
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36.40
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11365
1286V
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12195

-Li

18560
15475
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3620
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143V
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°SeflIagraa
t UK and Ireland are gnotol In US currency.

MMdnl currency. Belgian rate Is hr catenate francs. Financial Ira*

:

One
months

L72-167cpm
0.464564b
0.474520s
L87-La3pm
2100-13.00
225-L75pn
L76-L72n
135-lffidb
50-70db

8.00-9.00SS

42D-520AS
165-L50ao
560-ZJXMb
145-141pm

1L7S1025pm
162-157pin

%
P*
365
-132
-167
3.79
215
120
4.02
4.46
-233
•266
2.90
106
-120
4.71

361
4.40

Fto the US dollarand nottothe
i.45.

MONEY MARKETS

Rates set on an
uncertain path

MONEY RATES
NEW YORK
(4pm)

Miner

Treasury Billsand Bonds

Bnfor loro rate.

Fed-hnds.
Fta-frads at batncnU0B~

One month™
T»o month...

1BJz Three month-
V-V Six month—
8V Onejtar

8V toojew

484 Ibeejcw-
7.89 Ftaryv-
834 Fheyror-
869 Serenyear-
8.90 ifrtrar.™
932 30-yw—

-932
,930
.932
.9.14
-937
..937

EURODOLLAR RATES rose %
p.c. on Friday, following
release of US employment
data, but it was by no means
clear whether trends in the
economy would soon prompt
the Federal Reserve to raise its

discount rate.

November non-farm payrolls
rose nearly double the amount
expected, but the unemploy-
ment rate rose surprisingly,
and the strong growth in pay-
rolls In October was revised
down.
This confusing picture

pushed the dollar up sharply,

on the headline employment
news, but down again on closer
analysis of the figures.

Earlier in the week US banks
increased their prime lending
rates to 10% p.c. from 10 p-ti,

in response to higher whole-

sale rates.

On the other hand pressure
for tightening of the Fed's
monetary policy appeared to
fade on Tuesday when third
quarter US 'Gross National
Product growth was revised to

2.6 p.c. from 2J2 p.c. This was
not as high as several fore-
casts, and was below the sec-

ond quarter figure of 33) p.c.

In London three-month ster-
ling interbank finished cm Fri-
day at 13ft p.c., compared with
12g p.c. at the end of the previ-
ous week. Here again there
was considerable doubt about
whether rates would be forced
higher.

UK

Dec2 Ooraigbt One
Month

Ttao
Monks

Tfvw
Motatas HooUb

[ftotard

htatata

4.95-530 500
725ft* 76-8 Oft 8V86
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Tokjo
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334375

5.00

7k-7h

4.40625
llii-12li

St
434375 *

Dublin _ „ 76-8 S3S 8V86

LONDON MONEY RATES
D«2

13 per CM
feon November 25

In Paris pressure for higher
interest rates faded as the the
French franc held steady
against the D-Mark, in spite of
poor French trade figures, and
labour unrest, led by striking
transport workers.
In Frankfort tight credit con-

ditions at the beginning of the
week were purely technical,
and there was no surprise
when the Bundesbank council
left credit policies unchanged
on Thursday.
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Inttrtiaiilf BM._
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BCCI FINANCE N.V.

U.S. $50,000,000

Guaranteed floating Rate Notes doe 1990

Notice is herebygiven pursuant to the

Terms and Conditions of the Notes that for

the six months from

5 December 1988 to 5June 1989

the Notes willbearan interestrate of

9/2% perannum
with a coupon amount of U.S.$48028

London& ContinentalBankersLimited

AgentBank

______ three mouths 12
One-month 12n per cent; three months 12 S, per cunt; Treasury
discount 12.5993 p.c. ECGD Fixed Rate SurV

~ ~
1988. Ajgned rates (or period December 26.1 1

Schemes It & III: 13.61 px. Reference rate for
Scheme IV&V: 12.251 p.c. Local Authority and Finance Houses seven _

r days' fixed. Finance Houses Base Rate I2«z from December 1.1988:
aims at seven days notice 4per cent. Certificates of Tax Deposit (Series 61; Deposit £100.000 and
over held under one month 7 >a p«r cent: one-three mouths 9 per cent; threc-slx months 9 per cent;
sJx-fllne months 9Hi per cent: nine-twelve months 9*2 percent; Under £100,000 7 per con from
July5.1968 , Deposits withdrawn for cash 5 per cent.

cent; Bank Bills (sell):

tender rate of

Mather: seven
Deposit Rates for
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||
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7be fixing rate ere the arUnxMc means rounded to the arartst ones!amt*, of the Md gwf oftaol rata hrSUM
' the motet to flvr reference barks at 1100 am. taefi wrldng dig. Ttae tools are nation! Wtstmtaster
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WEEKLY CHANGE IN WORLD INTEREST RATES
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FT-ACTUARIES WORLD INDICES

Jointly complied by The Financial Times Limited, Goldman, Sachs & Co., and County NatWest/Wood
Mackenzie in conjunction with the Institute of Actuaries and the Faculty of Actuaries

NATIONAL AND
Residual markets

Figures is parentheses

show number of stocks
per grouping

Australia (VI)
Austria (17)

Belgium (63)
Canada (125)

Denmark 09)
Finland

France O30>
West Germany (102)
Hong Kong (46)

Ireland (IB).

Italy 198) -
Japan (454)
Malaysia 06)
Mexico (13)
Netherland (38)

New Zealand (25)

Norway (25)

Singapore (26)
South Africa (60)
Spain (42)
Sweden (35)

Switzerland (57)

United Kingdom 018)
USA (577)

Europe (1008)
Pacific Basin (680)
Euro-Pacific (1688)
North America (702)
Europe Ex. UK (690)
Pacific Ex. Japan (224)
World Ex. US (1886)
World Ex. UK (2145)
World Ex. So. Af. (2403)
World Ex. Japan (2007)

The World index (2463)...- J 138.27

FRIDAY DECEMBER 2 1988 THURSDAY DECEMBER 1 1988

US % Change Pound Local Gross US Pound Local Year

Dollar Since Sterling Currency Ofv. Dollar Sterling Currency 1988 1988 ago
Index Dec.31 87 Index Index Yield Index Index Index

243.61 +37.1 114.69 109.66 4.95 144.14 11532 110.01 152.31 91.16 94.13
<97.93 -2.8 78.21 88.15 2.44 98.05 78.45 88-19 100.00 83.72 90.71

133.43 +29.4 106.56 119.78 4.22 133.47 106.78 120.13 139.89 99.14 95.08
121.92 +10.4 97.36 104.83 337 122.24 97.80 105.07 128.91 107.% 100.07

155.92 +35.0 12431 141.44 2.14 154.48 123.60 140.83 155.92 111.42 110.24
139.83 +21.6 111.67 119.82 1.40 139.13 111.31 119.13 139.83 106.78 —
110.67 +28.5 8838 102.59 3.16 110.85 88.69 102.98 112.05 72.77 80.29
86.54 +12.0 69.11 77.79 2.40 86.96 69.58 7833 88.21 67,78 73.00
UL01 +24.7 88.65 111.20 4.64 110.93 88.76 111.14 111.86 84,90 77.41

131.66 +25.7 105.15 119.85 4.20 131.43 105.15 119.71 144.25 104.60 93.50
86.55 +113 69.11 82.67 2.44 86.00 68.81 82.27 86.73 62 99 78.12

190.45 +34.7 152.09 146.15 031 190.01 152.03 146.05 190.75 133.61 137.66
140.08 +25.4 111.87 144.24 2.94 139.89 111.93 144.15 154.17 107.83 97.34
178.76 1693 142.76 44630 L15 178.56 142.87 446.50 182.24 90.07 117.49
108.99 i«.7 87.04 97.05 5.08 109.20 8737 97.39 111.00 95 23 8939
68.67 -9.8 54.84 56.02 7.04 69.05 55.25 56.61 84.05 64.42 75.28
128.59 +26.4 102.69 112.97 237 126.72 101.39 111.41 132.23 98.55 97.40
118.83 +22.2 94.90 106.59 235 11935 95.49 107.33 135.89 97.99 85.29
125.75 -5.8 100.43 98.17 4.70 127.95 10237 99.01 139.07 98.26 140.65
149.80 +13.0 119.63 128.18 3.19 15131 121.22 129.64 164.47 130.73 11432
138.17 +39.4 11034 122.98 232 137.56 110.06 122.44 138.17 96.92 9135
79.18 -5.1 63.23 71.18 238 79.20 63.37 71.29 86.75 74 13 75.65
137.03 +3.4 109.43 109.43 4.82 137.96 11038 11038 141.51 120.66 116.06
110.78 +10.2 88.46 110.78 3.68 111.10 88.89 111.10 115.55 99.19 9i.a

114.39 19.4 91.35 9734 3.80 114.82 91.87 9839 116.61 97.01 94.60
185.28 +343 147.96 143.08 0.74 184.90 147.94 143.01 185.75 13031 133.71
156.90 +25.9 12530 125.14 1.64 156.85 125.50 12531 158.08 12036 118.10
11136 +10.2 88.93 110.43 3.66 111.69 89.36 110.75 116.07 99.78 9L68
100.11 +14.9 79.95 90.84 2.99 100.26 80.22 91.13 101.29 80.27 81.29
123.55 +28.4 98.67 104.36 4.79 123.84 99.09 104.64 128.27 87.51 85.96
15538 +25.1 124.09 12433 1.72 155.37 124.31 124.51 156 39 120.26 117.71
138.41 +22.1 11033 120.81 2.06 138.44 110.77 120.95 138.58 111.77 106.62
13835 +20.4 110.48 119.86 2.29 138.45 110.77 120.08 138.69 113.26 107.23
113.15 +203 90.36 105.83 3.77 113.53 90.84 106.24 115.54 100.00 92.98

138.27 +20.2 110.42 119.72 230 13838 110.72 119.94 138.59 113.37 107.45

DOLLAR INDEX

Base values; Dec 31, 1966 - 100; Finland; Dec 31, 1987 - 115.037 (US S index), 90.791 (Pound Sterling) and 94.94 (Local).

Copyright, The Financial Times Limited, Goldman, Sachs & Co., and County NatWest Securities Limited. 1987
CONSTITUENT CHANGE: Name change: 1C Industries to Whitman Corp. (USA).

Mexican market closed Dec. 1.

EUROPEAN OPTIONS EXCHANGE LONDON RECENT ISSUES

Serte

Feft.89 May 89 Aug. 89

StockVoi Last Vo) last Vol Last

GOLD C S«0
GOLD C S469
SOLD C S480
SOLO C S500
GOLD P 5400
GOLDP 5420

175
10

60
30

7
2.50

240
650

110
155
13

130

15.50
Bin
5.50
2.BO

-

_

5 424 60
5 424.60

5 424.60
S 424.60
S 424 60
5 424 60

Dec 88 Jaa 89 Feb 89

EQUITIES

tax
Mu

EOE Index C FI. 230 10 9 B 3 11.50 - - FI. 238.50
EDE Index C FI.235 S3 5 61 8.50 2 10.20 FI. 238.50
EOE Index C FI. 240 445 2-20 1B4 550 B 1 8 A FI. 238.50
EOE Index C FI. 245 244 0.70 150 3-10 - — FI. 23850
EOE InduC FI. 250 55 0.40 6 L70 85 3.50 FI. 238.50
EOE Index P FI. 225 107 050 5 3.20 FI. 23850
EOE index P Ft . 230 211 1A 43 2.80 — — FI. 23850
EOE Index P FI 235 129 170 45 450 A 30 6.20 FI. 23850
EOE Index P FI. 240 75 360 261 650 3 850 FL 23850
EOE Index P FI. 245 111 7J0 25 10 A — FI. 238.50
EOE Index P FT. 250 120 12 15 12.50 B — — FI. 23850
£/FlC FI. 360 22 120 200 £70 — — FI. 362.72
S/F1C FI. 195 10 L» - — — — fl. 195
S/FI C FI. 205 — — — 15 1 FI. 195
5/FI P FI. 185 — — 10 0.70 — Fl. 195
S/Fl P FI. 190 10 050 — — - — Fl. 195
S/FTP FI. 195 6 150 52 3.40 — — fl. 195
S/FIP FI. 205 48 9.60 B - - FL 195

Jaa 89 Act 89 Jiri 89

ABNC n. 40 378 L40 526 250 199 290 Fl. 40.10
ABNP Ft. 40 172 1.10 28 1.70 129 280 Fl. 4050
AEGON

C

FI. 90 144 050 31 230 Fl. 8350
AEGON

P

a 85 48 340 A — - — FL 83.80
AHOLD

C

FJ.85 25 3.20 — — — - Fl. 84
AKZQC F1.160 197 UO 56 4J.0 —

Fl. 144.10
AKZOP Fl. 150 26 7.90 17 1050 3 13 Fl. 144.10
AMEVP FI.40 — — 20 0.40 Fl. 5L40
AMROC F1.65 — — - — 55 1230 Fl. 75.50
BUHRMAim-TC R 60 12 050 142 L40 8 —

Fl. 54.40
ELSEVIERC FT. 65 24 0.80 20 L9Q 3 290 Fl. 56.20
ELSEVIER P FI.60 314 3 6 3.70 — — Fl. 5820
GIST-BROIL C FI.40 33 2J0 248 350 10 450 Fl. 39.70
61ST-BR0C P FI.40 20 2.10 A 28 330 Fl. 39.70
HOOGOVENSC FI.70 2159 4 491 6 £ 7 Fl. 68.70
HOOGOVENSP F1.70 456 420 - Fl. 68.70
KLMC FI.40 131 1 25 210 9 3.40 A FL 3850
KLMP FL40 8 2.40 20 3.20 Fl. 38.30
KNPC F1.45 45 150 115 2 Fl. 41.40
KNPP FI.4250 — — 60 350 Fl. 41.40
NEDLLOYD C FI. 220 154 550 — — — Fl. 22650
NEDLLOYD P FT. 220 135 S 12 ID B 13 1650 B Fl. 22650
NAT. NED. C FI.65 1043 1.10 53 270 6 350 Fl. 6220
NAT.NED.P Fl. 65 8 3.60 116 4J0 Fl. 6220
PHIUPS C F1.30 128 26 220 A 78 260 Ft. 3050
PHILIPS P FI.30 92 UO 95 230 40 270 Fl. 3050
ROYAL DUTCH C Fl. 230 1554 Z1D 70 7 41 820 Fl. 221
ROYAL DUTCH P FI. 30 223 10 A 85 LI50 15 L650 Fl. 221
R08EG0C Fl. 95 20 1,30 — — FI. 94
UNILEVERC - FT. 020 1768 llfl 664 420 5 5.60 Fl. 112
UNILEVER P Fl. 120 87 8.60 340 10 64 L250 Fl. 112
VANOMMERENC FT. 35 13 1 84 1.40 Fl. 31.60
VANOMMERENP FL30 — — 30 150 14 250 A n. 31.60
WESSANENC FI.85 10 0.90 3 280 - -

Fl. 8050
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FIXED INTEREST STOCKS
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£

lOOp
ICOp
lOOJp

UOOp
10069

19734
lOOp
lOOp
(100
UOOp
UOOp
199JL
lOOa
UOOp

Amount

Paid

F.P.

F.P
F.P.

F.P.

F.P.

F.P.

F.P.

£30
F.P.

FP.
F.P.

F.P.

F.P.
F.P.

F.P.

RP.

Latest

Reran:

Date

20/1

1988

High

<X*
MOVp
IMP
104V
99VP

103VP
254s

ss
site

100

96P
ItBp
99A
IMP
121p
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Stock

UIECHea6VpUMiCmCkRdPf5fe.~..
Vtlogua Sec. 9VIK Cm. Rd. Pf . 20®
JUdnrad Hodge 9pc Cm. Pf £1
British Su»r Be* 10 VpcDrt 2013
luck (OOn. 9 375peCmMPf£1
loUxril Grp9ratoRdW 2005 lOp
sand Mft_ 5 7!;s C» UiB.Lft.lTO9
jnd Securities IBsjc 1st Mu DTOJOd Secnrltto lOpe IS Mu Oft
Ji»dj Chem. 75p (NetlCmM Pf5p
Mecca Leisure Grp. 7.MgCv Pf20p
TwMeAngiU 12Qpc 4.12.89

FViMlMGrp9pcOWBd Pf-10/13U..

10TO Wtysafe

Closing

Price

£

-1
A

RIGHTS OFFERS

TOTAL VOLUME III CONDUCTS : 30,017
A-Ank 8-BW C-Cill P-Pnt

teue
|

We

e

Amount

Paid
|

(Jtet
|

Rome
9

1

ta Dae 1 HI*

10 MH - Zpw
155 NH sop*
55
90

Nil

HI X
185 Nil

165 Ml 80ran
100 NH 8CpBi
215 Ml 21pm
175 Ml 2apm
5 HD

i

" iDk,*

1988
Stock

‘Amercoox Energy

Britan la Sec Group iCp-
Pectnmic Machine 5p.„
tortPrtrafe»n5p
HktaoatoanatlflDal—
fcjSBQeartc620p
Pavilion Insure 10p

Qostag

Price

P

%
10pm%
lOpni -3

-3V

BASE LENDING RATES
>ImtedAMwU Ftoes land roraectm eXImteLd DhMnM rate pridor payable ox pvt of capital,

SSKtetaS ASW™d ima**d rt“'*
maatbes

or other official

ABM Bask

Atfama
r

AAB-NMlin&Bk^
Allied Irish Bad:

• HeuytalBcher

ANZBaoklagGnw

—

teocfatEs CapCmp

—

• B&clteS'tokl
Bart rf Banda

BaraBiltanVlnaja-

BartHapoafla

BakLfuiriflllO

Bail Craft & Conan

Bartof Qgns
Barttflndad

Baikoftadb

BankofScotlaad!

Banque Beige Ltd

BandaysBart

BfodmaikBa*Pl£_
Berfiaer BankAG

Brit Bk ofMM East

—

• Brown Sripltj

BusinesM^erit

—

HBadtaMad..

—

Cotial Capital

• ChartBiuEfBart

DtftartHA

City IfcrdBBts Bart.

OydeatateBsk

toma.BtH.East

—

Co-ojwiiwBai

—

Cmtts&Co

%
U
13

13

13
13

13

13

13

13

BartPLC—
DmcaoLawrfe

Equatuiai Bart pit.

Eider Tradlid 131,

FlnacU&GeLBart- 13

Fust Rational Bart Pk 14
13 • Robert Flanin &Ca._ 13

13 Robert Fraser & Plan.- 13%
13 Girobank 13

13 t Guises Mabos 13

13 HFCBaalpk 13

13 •HaabrasBart 13

13 Keritibfe&GainiBrt. 13

13 •KMSaurf A3
13 C Hoare&Co. 13

13 Httgkonq&Sfeanrt— 13

13 • Leopold Joseph & Sob _ 13

13 UoydsBanfc 13

13

13

13

IDoegtasBrt 13

MqtirtiBartUd 13

MkSaidBart 13

Mortgage Exprs Ltd.. (13.95

Mount Bx)g Carp. 13

H*Bk.ofKnalt 13

fetWatmuister 13

Kortkni Bart Ltd 13

Norwich Gen Tret 13

PWAltatao Limited. 13

PnilBcial Bart PLC 14

B-lbpbad&Son 12

Rntn^keG' ranee 13V
Royal Bk of ScotJamf 13

RojaJ Trust Bask 13

• SmithAV/iUnBBSect- 13

aapdardOartnd 13

TSB 12

United Bk of Kuasdt 13

Uodtot Mizzatu Bank 13

UnltjTnKtBakRc 13

WoteroTrost 13

WesJpac Bank Carp. 13

WkitEaiarLafS»_ 13 Ij

Vwksrtrtfiak 13

• Members of British Merchant

Banking & Securities flosses

Aaocktw. 0 7 day daasfts 522%
SaMdse 8.47%. Tap Tier-tlO.QQO +
tetrct access 1L»% f Mortgage [

rate. 5 Donaod deptslt 8%. Ilat^ge

12375% -12J5%

estimate for 1988.H Mektaxl and rieMtawd on srogiecte or otkarriflcial estimate ftrlTO9. II Cron. RFoiticBt
araaollsed (SrWMd/Bnr and p/e ratio based on prosoectus or oUvrofficfal e

'

COMPANY NOTICES

GRAND METROPOLITAN PLC
£100,000,000 nominal 6'A pee eenL

Sobordmatcd CooverciUe Bonds due 2002
Adhratmeot of Conversion Pace

NOTICE is hereby given to the holders
of the £100,000/100 pomiml 67, per
Cent. Subordinated Convertible Bonds
due 2002 (the “Bonds”) of Grand
Metropolitan PLC (the “Company”),
thw. pursuant to Clause 6(B) (v) (a) of
the Treat Deed constituting the Banda,
following the rights issue by the
Company of 12Z942.1 19 units of 400p
each of 5.73 per oenL Convertible
Unsecured Loan Slock 1989 snnqoxKcd
on 4th October, 1988 (the “Rights
tone”) dm Conversion Price of dm
Bonds will be edjasted a* follows:

(1) With effect from 28th October,
1988 the Convenum Price is 666p
per ortfinary share of 50p nominal
value (“Shape”); and

(2) if the second Instalmenton the stock
to be tamed pursuant to the Rights
bane becomes payable, with effect

6om the crofter of (a) the date on
which the Acqnisittoa of RHsbury
takes place and (b) 5th May, 1989.

the Couvcepob Price w3l be 65J5p

per Share.

If the adjuitment icfened to in

paragraph (2) takes place a farther

notice wffl be given to Bondholdm.

Prior to the adjusttneta referred to in

paragraph (I) the Coavanioa Price waa
675p per Share.

For these purposes “Actprisition of
reisboty” has the meaning given to it ro

the Circoiar to oniinary shareboMen of

the Company dated 7th October, 1988.

Copies of tiro Circular may be inspected

at the Offices of the Trustee. Stffl

Affianoa Treat Cnmpuny i 40
Chancery Lane, London. WC2A IJN.

The Business Section appears every Tuesday +
Saturday.

For further details please contact
James Pascal!

on 248-8000
Ext 3524.

Full Colour Residential

Property Advertising

APPEARS EVERY SATURDAY
Rate £40 per Single Column Centimetre.

TEL CAROL HANEY 01-489 0030

ANNOUNCEMENT
To Holders of Eurobonds for which Chemical Rant,
London act as Fiscal/Praitipal Paying Agent and for

winch Chemical Bank, Zurich are nominated as Zorich

Announcement is hereby, matte that with immediate effect Union
Bank of Switzerland. Zurich have been appointed as Paying Agent
ut Zurich tor the Eurobond issues winch Chemical Bank. 7»nch
were formerly Paying Agent in Zurich.

The appointment of Union Bank of Switzerland. Zurich follows Ihe
restructuring of Chemical Bank’s activities in Switzerland and oil
Swiss presentations for payment of Coupons and Bonds of the
aforesaud issues are to be presented to Union Bank of Switzerland.
43 Bahnhofetrassc, 8001 Zurich. Switzerland.

The above announcement relates only to the Eurobond issues for
which Chemical Bank, London are Fiscal/Prindpal Paying Agent
and Chemical Bank. Zurich were appointed as the Zurich Paying
AgenL Cnemicd Bank. London will continue to act in its capacity
SB Ftscal/rrinapa] Paying Agent in respect oT these issues.

Chemical Bank
FHcal/Prindpal Paying Agent 5 December, 1088

To the holders of

Mortgage Capital Trust I

Collateralized Mortgage Obligations, SeriesA
Class A-l Bonds Due 1st June, 2017

Notice is hereby given that the interest rate on the Claw A-l Bunds far
the interest period bt December, I98S through 1st March, 1939
b 10.1% per annum.

By: Bankers Trust Company, as Trustee.

i
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WORLD STOCK MARKETS
CANADA

Faff 4':-VtIS

r r.v»rrv

jr

>lHi

rr-i "i iTi'^

ijrj'

tt"*HHBRto8ETT9

M

L. ,M

pr^

1,870 Ptrotn Stu „
Z.7U RUBwateu
31300 HAS
4771 sip
5,780 Saffa A
1,980 Sxlpem
2.940 SASIB ...

I UL20D StoHlgeno _
I 7,021 Slrtl Spa
949 SMI
1,621 Sola 8PD -..

I 14.570 Toro Anion-

.

I 12.710 Tori Franco.

I 15.M0 UoKcra ......

TORONTO
Closing prices December 2

OucMtooB la cento un*** mrtod *>

16041 AMCA to! 385 3» V*>

3047 MW* Pr sn% » ™. 7
38060 Aarico E n Hi “** >
12567 AIBfta En 818% £« + ^
2100 Atom H *16 1| « .

£G62 Alcan 817% *7 ¥
MOAHOCWI SJOfi zpS

12748 A Bank* S»% 20% SOV %
1000 AKO I 1 *7% 7% 74 %

18100 BCE hie R58% 38% »% - %
cum cute n MS 300 SB -

5Z8% »\n
aM»+ ^

1M0 BOR A *10 0% » .

9000 BP Canada tW W%
74133 6k MonO *27% 27 21 - %
H768 Bk KScot *14% W% *%“ %
1300 Baton 8141i 14 1« “ %

41800 Balmoral 155 Nil J**-
1

003 Bomtodr A 812% 12% J*H“ *»

2S9SO Bnmhdr B *12% «% «%“ >
5<02 Bow V<ly *13 12% D
1SS0 Bramkte* 526 26 28 +g
8432 Bremen A 525% 25 » “ %

26000 Brtwftter 448 ** 445+ 5

18732 BC Pnwia SZ84 »% »x*“ l!“
8150 Brunoor 817 *4 *%“ V
OTBnmmfc *18% ro\ m%- %

MKA CAE S9% 84 0

B300 CB Plk 820% 20 20%+ %

SS"
dmSSSt, »
BB02 Camp Boo d* 83 03+ 1

821 Can* Boup *18% 18% )*% v %
19«S8 Campoau t *18% M% 1*%- %
28B37 C Nor Waat S8% 8 B%+ %
1200 C Pacfcra *14% U% 14%
200 C8 Pete I »% 6% »%

34400 C Esns 1 08 85 88+ 1

SSSS.a
jssssa ta v ”«vi
raa cPFeroet s*o »% «

320395 CP LM 520% 18% 20

2000 C Roxy 87% 7% 7%
attaaCTh.Af SV8% 16% 16% - %
16042 CUIH A I 518% 10% 10%“ %
2099 CUH B 619% 1B% 19%

15*00 Canamax o »% «0 6 +26
aaOdmsmA < *8% 6% 6^

6180 Cantor 526 2S% 25% - %

ssar* sii .'ii $&-i
“££=Ji "il “A “A .

B326 Cram Sea S«V «% B4%
1012 Convert B 58% 8% *%“ %

18650B Cmna A t 58% 8 8% + %
60200 Coscan 810% W% 10% .

92500 Crown 812% 12 12%+ %
0145 Crown A I 56% 8% 8%
1686 Dontaon A 4S5 466 466

83181 Oqntoen B I 4S0 44S 480 + 6
762000 Dwton 8H% 11% 11%

3050 DKknwi At 59 485 6 +10
2397B Datum *26% 28% 26% ,

748 0 Tojdlla 814% 14% 14%

12900 Domtor IM% 14% 14%- %
4000 Donohue *18% W» «%-%.

74356 DiUMOKH O 513 12% 12% * .%
24v0 Du Pont A 829% 26% 2S%+ %
17200 DjrlM A *8% 8% 8% + %
96100 Echo B«y W% 17% W%+ %
21000 Etna *13% 13% 1*%- %Z
<SoSvr«Al *12% «2»2 12%+ %
19370 BnWd SB 8% 6%“ %
31500 EqutlyS* A 486 458 «»+ «
7» FCA me SB 8% 8%- %

18B30 FPI Lto «% 8% 8% + %
121649 FtanMg 823 % 22% 23%+ %
44541 Fo4 tod A 516% M% »%- %
43012 Fad Plan *11% 11% 11%+ %
14000 F« Tmco S3 77 82+ 4

33100 finning L 522% Z2 ^
1200 FCUy Rn 520% 20%2C*
4500 FMararnA 1 *7% 7% 7%

25 Ford Coda 8130% 1M% U0%
2A4H Farto si»^ 19^8 w.
55JD FomSttMti t *21% Z1% 21% + %

106011 Franco 57% 7 7%+ %
904 CWUW 823% 23% 23%

16674 Galaeue 85% 9% 5%- %
150 QandsK 56% 8% 8%- %
400 Qandts A *17% 17 17% + %

21600 G£ C«. st7 18% 77

500 G TrMCO p 522 ® ® “ %
2500 Glam is BD 200 280

22700 Gotdcorp t »% 5% l}l ^Qd Knight StO 9% 9% + %
T7836 firsnoe* SSO 340 340

000 Gtw Utaco 511% 11% 11% - %
1200 Greyhnd 324 23% 24 - %
7082 Gull Hea 513% 13% 13%“ %
71SO Itotoy »% •% + %
300 Harris A S0% 8% 8%
lZWHanrtar 520% 20% 20%

3144 Haras D 512% «%
,

39000 H44B Ml 525 24% 24%-%
132510 Hemto 511% 11% 1'% * %

SOOOHalttngr 313V »% «%
50800 Horenam t 98% 6% 6%

5B1 H BeyMa B 58% 6%
13144 H Bay Co *21% M

Jf
27 *"

^
106815 Imaaeo L 827% 27% Z7%- %
76433 Imp 04 A 647% 47% 47%

Mm Sunk Hob Lo™ CUaaCMB

•SS5JM. VV’a.- s
19345 LeMm CO 810% 10% W% “ %
23B0 LOirvWt W

2n4.

,*
5

1900 Lumontca J®+ 5

150MDSA .

and mDS B 5®% ®% 70 % _

fl1«w U|{ K4IKto 4B5 446 OB" 18

37002 Mclan H X 813% 18% 13%

3S00 UCto HY 1 *]1% ”% 71% - %
liiaZ7MBonUaii 18% 16% .

"ssss-*/ si s «}+ i

*"% ii »%-%

jMMOndDty » 8

9033 M Innova *21% 21 21%+ %
2100 MiW com » »5 ®S+_ P
1219 Motton A I »8% »% %
TSMoUonB W% Z7ja 27

J

161KB M Trusco «5% 16%

40807 Moore 328% ®% *
2140MUKOCM 4W 410 4»
994M NU Bk Can *11% «% ”% .
27100 N Bwmaaa W i® «*_
3400 Nt VG 7rco OT » ", %
1008 NawTal Ent Slfl% »6% J6%

38S66 Noma A *17 1B% 17

106400 Miranda F 1W 13% « .

49SOO Noramto K2 «% f ?
39670 Norean M ”% ™ \23d Horen A I (1M £Z&i woren i •ia-1 «-

72066 NwTal S«% 19% ’»> >
SOONOTftgtf Kh 7^ ^%+ %

381007 Nova T ... --

ia00 Noverco SH W% 1* + \TOONo-scoW *13% W%+ %
9 Mumac » 0.. .

242000COM at » 8% a%- %
92100 Onwaa Hvd

300 Ol»» I *181* H%
n/aoiwPkg sio% w% ’0%

35S6SOshawa At 521% 21% 21%- %
36720 PWACorp *14% 14 14%
13150 Ppurtn A t 58% 8 B - %

450 PanCan V 5M% 2«.% 24%- %
11300 Pafftoia *15% 15% ’5%
llCa48PwnwM 330 315 »§+ 1?
149344 Rooar Dm *17 18% 16% * %
40790 PocoP* *7% 7jjT 7% + %
1D155 Powr Car I 512% 12% 12% - %
40000 Powr Fin *13% 13% 0% - %
13792 PiavtgD 5H% « 11 “ *•

10200 Rangar tt% *% *% .

1900 Rayrack f *6% 6% 8% + %
0704 Radpad1 8’la

^.. L2\nL
gl
C'i ** u

114 Rd Stenh# S *20% 28% »% “ %
4400 Rahman A t 515% 15% 15%

67600 Renl&ancs 511% «% 1J%“ %
1238S Rapop t 510% 10% 10%

7542 Rio Algom *21% «% *»%+ %
30800 Rogara B i IS4 63% 53% - %
2600 Roman *10 10 '0

10 Rothman 550 % 50 2 50%
169411 Royal Bun *36%
230036 RyTrco A *15% 15% 18%“ %
M«sl4LSy« *10 % W% 10%

%

1000 SMC A I 445 445 443

HO0 sa. CamA I 518% 13 “% + H
19600 Samoa! I4T *17% 17 n%

750 Season »% 0% 8%" %
54212 Scemra 320 313 320+ S

1000 Sctmehtor A *24% »% »%“ %
560 Scot Paper *17% 17% 17% - %
4500 Scone I *13% 13% 13%+ %
2100 S«Pfci C 814% 14% 14%

76433 Imp Oil A 647% 47% 47%
538% 38 38%+ %

480n todal 514% 14% 14%

I06G0 Inland Gas *12% 1®%„,0%
27254 tanopac 511% l»% «%
37488 Urter City *22% 22 % 22

%

2750 hitefhnme S«% 41% 42

12S20Q inn Thom *14% K% 14% - %
90900 hiv Grp S14% M% 14%
kiood Inca $irli

noa Ivaco A I Sll\ II* ![* -

21200 Jannock *18% 18% 18% - %
2000 Kerr Add *20% M% »% - %
9614 Laban 522% 22% “ %

B7727 Lae Mnrte *12% 12% JI% + %
348 Latarga p *«»% '»% 19% - %

11150 Laidaw A 810% ia% 19%

25BS02 LaUtw B I 817% 16% 17

400 Cetanasa 828 27% 27% - %
5431 Can Capital *11% U% *1%

61775 ConCap A M% 8% »%“ %
2000 ConlFd A *0% 8% 6%
McWTrr R0% 20% 20%
4600 Charm 220 21S 215- 10

29444 CtnapWa *«% 12 %
’f
%

1700 Co steel 1 *16% 18% 18%
,

44181 Corance *22% ®% »%+ %
13000 Compudog » 4» « +>°

11750 Connaoghl 07% ®% 27%+ %
52738 Con Bam A *14% 14% If% + %

609 C HO A I »% 5% Wt
63090 Con TVX *5% 6% s%+ %

15328 Saagram *3Si »% *t

8$M5 Saara Can *13% 13 0%“ %
2000 Sha«C B I *9% 9% 9%

6850 Shell Can *» ’
lJOTfflierrW *9% 8% B%+ %
2300 Sonora 245 S40 240- 5

393K Southern B7% 27% Z7%- %
5033 Spar Aero I Il8% 18% 18% “ %
300 StotnOO A I 534% 34% 34%

aaoeastmcoA sai% 2i »%- %
J9B0TCCB** *7^ 7% *•

117834 Tea B r SIT 18%, 17

1000 Terra Un 46 45 4S- 1

265046 Tran Can *40% 39% 40 - %
104® Thom M A 527 28% »%“ %
1481® Tor Dm Bk 835% 35% *%“ % ‘

II® Tor Sun 522% 22% ®% «
28450 Toratar B 1 530 28% 30 - %

822 Total PH *23 22% 8
90983 TmAtnU S14 13% 13%

43072 TrCan PL *14% 15% «%’ T
13437 Tnhm A *10% *7% “ %
16799 Tttmae 370 3» 3® «
2240TrtiacAI 8*1% 31 31 - %

40 Trtzac B 533% 33% 33%

230 UAP A *14 14 14 - %
6410 Urhcofp A S8 7% 8

6800 UnlgscoB I 3BS 300 385

1500 Un Cartid 124% 24% 24%+ %
SS3UEmprkaa 59% 9% 9%-%
noun Carp *3*% 3**2

JJj

38867 Verity C 3® 315 315- 10

8800 Viceroy fl *5% 5% 5% + %
200 Vutootm t 813 « 13 + %
7000WICBI 512% 12% 12%-%
2700 Walai A 813 13 » + %
lflOOWittUr A f »% 6% 8% — %
3610 Wst Frnar *18% 18% »%+ %
48®Wcoas)E *15% 15% 15%-%
5400 Waatmln 50% 9% 9%+ %
701 Wanton *36 34% 54%- %

2848 Woodwd A 4S0 440 4«- «
|. No vutog rlptMB or reairteM vodng

right*.

MONTREAL
Closing prices December 2

100 BomlirdrA
28664 BombrdrS
5700 CB Pak

41600 Caocadaa
34529 ConBatti

2728 DomTHA
50900 MnlTnd
25927 Mata. Cda
7368 Novnco

140220 Power Corp
48344 Prow00
42306 Royal Bank

ZOOStakihrgA
22927 VkJaotion

Total Salas 5.415J64

512% 12%
*12% 12%
520% 20

12%
12% ._ »%+ %

505% OS 05

514% 14% 14%+ %
SMI] t4%«S"h
518% 18% «% - %
$11% 1t% T1%
*10% 10% «%
*12% 12% 12%

,
*11% 10% 10%-%
136% W% 36% “ %
*34% 34% 34%
513 12% 12%

I Eftaraa.

^ r*

"Xt 17054EG ——— 1855

SS
5 ^ TO aSliWJONWi-ba-c

S4& 272 A»«* S^L. 1M 49^XB 29.«0 Mira-iaw*
1,945 970 AMpueOccM® UK3 Jj™

7 iHS? 333 2,090 1.01D MooUdlsae
584 387 AlrUqtode 525 3« »OJ Atttto-—--- w

fija5 7350 OUMttl -
jg» — ST ?S m SVen.™

HI* Low DH3M*er2 Pts.1%

L215 885 BaaeoBBuoVU- L1W
I, 163 937 Banco Croiral UJ01
5^5 410 Banco Exterior .. 420

868 615 BanroHhpano .. 825

J,954 1.440 Banco Popular _ 1.BQ3

978 750 BancoSmtaadtr - 914

1 134 838 Bamsu - fOOl
1.790 950 OtnwHtopaMa 1^
1590 540 Corp- Mapfre— L4«J

4945 332 DragadOS 4»
6.000 3,075 Ebro *721
385 300 Ekenra Vlesgo 302

699 288 Eneigla l®Ara, 517

846 486 Esp Cartaros Mt WO*
458 275 Esp Acorn Tutor . 320

565 Z75 ExptoshMt Rio ... 275

830 500 Fasa Remit — 500

733 47 Fecsa 47-2

Z425 139 HidroelCaBtah. . 18b

103.7 79 Hldrola BT2
155L5 1U fterdnero. U6.1
430 2B0 K0iP»

535 350 MrtalOwo-Fekl- 3W
520 391 PeoolnBlCiaEsil— 4*8

3835 2.060 Porttend Vatd- _ 340ttr

337 213 SMIACE 213o-

488 330 Sarrta 330

14.92 360 Savin 495.

ly a 88JH Sevlllaaa Elec— 95-2

1109 775 Tataotaa—-775
3.030 239-5 160 Teleftiilea -----

19.650 3.200 1.870 Ttaras Hostrodh . 2,066 17.1

44 600 100 75.5 Unton Elec-Fai. . 79-7 145

i/990 2,775 1.075 Uoton yet Fad*. Z690 U5
9499 677 305 UnllU-.- 590 357

7ffl0 515 315 IWihSerJ 473 139

DOW JONES Dec.

2

Dec.

1

1450.6

660.0

1456S
672.7

22130 22050

1657 B 19/8) 1170.7 00/2)

847 8 19/81 5324Q0/2)

22L20 225.48(4/11) 163.98 01/2)

5393.00 04/11) 3M83SM/1)

W In) 252.22 24963 25222 0001) 1B0A8 Wl)

744.4 7446 7434 74L0 772.1 18/8) 5306 05/1)

(id *23 390.9 3905 3972C9/1D

150.0 tM* 7 1501 1*93 153.414/11) 89.7(29/11

57655 52964 52645 52143 54221 (27A0) 39M8K9/1)

15793 1591 2 i‘HP4 1567.0 I64140(27/K>) 1207-9 09/1)S 1275.99 1262-55
1
1314.98(280(0 93148(28Q>

JAPAN

Hlgh^tmr PecnwtiiT 3 V«* - J*

3,630 2.400 AjkMMMg i
1,070 522 Akedoao BralN - 860

%900 1,400 AH NlppcaAir ... IJ80 «
Z&O X440 Alps Electric 1.610 1

1.430 1.000 Amada 2
1 760 L260 Amaao — 6*10 i
975 6^ AedoCooaml - 2

Z640 %7U> Awltw- — 1.990

L220 905 AokJ Corp. 1.040

6 850 5.020 AroOtatl Oil
J.940

2 440 j 470 Asanl Breweries . LB20
tiw JSSawPlnl*. LM0
ZIM 1,640 AsaW Glaa—
845 510 AsaW Optical— 705

772 502 Astcs Carp. —— 734

i 720 BOO AtwgiNykw — W*
L620 1^65 Bat* Tokyo J.3B0

Lfcao U2D0 Baapu Pharnt 1^0
1,580 %140 Bridgestone— OJ*
gSr 559 Brotytods 770

54)00 4.320 CSKCmp - 4^00
l mb 1 ioo Calpb Food ... 14M
9W 570 CatsortcOirp. - B»
lh70 905 Canoe

3JW ajOO CanoniMa-- f930
1.6S0 1.100 Cato Computer - l^O
mT 553 central FUnace . 671

B31 570 Cwitral — ^®L.
1^370 929 aWMBajk-
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Travelling on Business?

Hotel Los GalgosSoI ... in Barcelona at the Hare! CaJdcron, Hotel Diplomatic. Hotel Majestic, Gran Hotel Sarria.
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Uncertain
value of a
boot in the

backside

T he Confederation of
British Industry’s
recent call for tighter

rules on hostfle takeover bids
has received a predictably
brusque rebuff from White-
hall, which clearly views it as
a self-serving attempt by
incumbent managements to
secure a quiet life.

Indeed, Mr Frauds Maude, a
junior UK Industry minister,
has seized the opportunity to
inveigh against the devices
widely used in continental
Europe to fend off predators,
arguing that they cocoon som-
nolent companies and depress
share prices.

There is some truth in this.

On the Dutch stock market,
for example, where hostile
takeovers are as rare as a
black tulip, companies’ aver-

age return on equity is below
the level in London, and most
trade at lower multiples.
However, it Is one thing to

assert that Dutch investors get

a raw deal. It is quite another
to claim that hostile takeover
bids perform a Darwinian role,

regenerating industry by
ensuring that poorly run com-
panies are placed under more
effective management. Such
arguments fly in the free of
foe statistical evidence.
Studies of mergers and

acquisitions have repeatedly
concluded they often pro-
duce no measurable improve-
ment in longer-run corporate
performance. Still worse,
according to some authorita-
tive calculations, more than
half such deals end in failure.

Even compnlslve gamblers
would balk at such odds.
Perhaps that should be no

surprise. After all, the most
important pre-requisite to
mounting a takeover bid is

cash, or the ability to raise

finance. That does not neces-

sarily imply superior manage-
ment - though predators
invariably lay daim. to it. The
reverse may even be the case.

One way to accumulate cash
is to shrink an existing busi-

ness by starving ft of invest-

ment - hardly a sign of entre-
preneurial dynamism. Not is it

unknown for foe announce-
ment of a bold hid by a hith-

erto somnolent company to be
greeted by the City as a mirac-
ulous sign of life, reflected in a
re-rating of its shares.
The most positive evidence

that predatory bids improve
corporate performance Is to be
found in foe reaction of reluc-

tant target companies. By
sprucing itself up, Pilkington
was able to evade the dutches
of BTR, while General Electric

Company’s bid for Flessey
three years ago induced the
latter to put ou an impressive,
though short-lived, turn of

The contrast with
West Germany
Hence, hostile takeovers

might seem most effective as a
Damodean sword which never
foils. Bat apart from foe fact

that threats most be periodi-

cally exercised to be credible,

it is also questionable whether
fear of an occasional boot in
the backside is the best way to

get results.

Contrast tills with the very
different situation In West
Germany, where sustained
pressure is exerted on manage-
ments by the much-maligned
banking system, via its huge
shareholdings in industry.
When tfthtgw go badly wrong,
managers are ejected quickly,

but the bank shareholders
stick around to help clear up
foe mess.
Unlike UK Institutional

investors, German banks view
their equity holdings not as a
source of capital gains but
principally as Jong-term secu-

rity for their commercial
yum*, foe predominant source

of German corporate finance.

These are provided cm attrac-

tive terms, being fended out of

retail deposits on which only

modest Interest rates are paid.

But as German banks are

well aware, increased competi-

tion for retail deposits after

1992 could force up their cost

of capital. Companies would
then have more incentive to

diversify their sources of
Wwani-p. and foe tightly knit

threads of the bankfmHndus*
trial complex could start to

unravel.
On that scenario, some of

Germany’s ironclad defences

against hostile bids could be

eroded. Both Mr Maude and
the CBI would doubtless find

cause for celebration in that

Whether exposure to

Anglo-Saxon takeover prac-

tices would benefit the perfor-

mance of German industry is

another matter.

Guy de Jonquieres
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t is 1£53 miles from foe
rolling hills of Nebraska,
a state of stubbornly inde-
pendent, conservative

tenners, to Washington DC. It

is light years further to the
negotiating tables in Montreal,
where foe elite of world trade
will today begin formal ses-
sions to advance the moderni-
sation of the 94-nation General
Agreement on Tariffs and
Trade (Gatt).

The leader of the US side in

the talks is the ebullient Clay-

ton Yeutter, 57, the US Trade
Representative, who once
thought to make Ms life on his

2£00«cre family term. It was
Mr Yeutter who played a vital

role in propelling the into

motion at Punta Del Este in
Uruguay two years ago and
drove foe trade ministers to

today’s "mid-term review” just

weeks before be is set to leave
the stage of International
trade.

If tireless travel, shrewd pos-

turing and cpjnWng are enough
Mir Yeutter will get bis way
anrid the chaos of competing
interests. But last week, foe
Trade Representative was low-
ering expectations of break-
throughs on the vital issues of

agriculture, services and intel-

lectual property rights.

Bursting through the door of
a press briefing, greeting jour-

nalists with a cheery “there's

my-crew,” he promised to walk
away from unsatisfactory
agreements. Later, in an inter-

view, he stressed the “intangi-

ble benefits" of a review half-

way through the four-year,
round. "Montreal Is a success
even if nothing la agreed
xxpon," he said. “It ha« stirred

up intense activity, raised the
profile of trade and generated
momentum for 1990.”

Mr Yeutter sees the Uruguay
round — the elsdith set of nego-
tiations in the Gaft’s 41 years
- as the most momentous
talks in its history. He says foe
Gattis teilure to define rales

for most of today’s trade - in
agriculture and services - and
its inability to settle disputes

in a timely fashion have put its

very existence at risk.

The first two years of the
round have been marked by
substantial results, he says.
"The process is much more
advanced than was the Tokyo
round at a comparable time.
Montreal will demonstrate that
foe trading nations of the
world have been working
together diligently . . . not
just the big boys but very sub-
stantial numhers of developing
countries as wen. But it is
imperative that this process
not be delayed beyond 1990,”

when it would become entan-
gled with talks on the Euro-
pean. Community’s drive to
establish a unified internal
market after 1992.

Although Mr Yeutter says he
is prepared to leave Montreal
without agreements in the key
areas, he is. pushing hard, to

TheMondayInterview

Farmer’s
boy
in DC
Nancy Donne talks to Clayton
Yeutter, the US
trade representative
map out in each of the 15 nego-
tiating arenas the paths the
negotiating groups will be tak-

ing over the next two years.

He is particularly anxious
for progress on intellectual

property rights which he views
as "divergences basically
between the pirates and the
non-pirates."
“We simply cannot allow

people and Institutions, which
work hard, spend their own
money and make the necessary
commitments, to come forth
with products for the better-

ment of the world and be
robbed of the fruits of their

PERSONAL FILE
1930 Bom
1952-80 Bachelor of Science,

Law, PhD, University of
Nebraska

1968-68 Executive Assistant to

Nebraska Governor
1968-70 Director, University of

Nebraska agriculture
mission in Colombia

1970-75 Agriculture Dept
1975-77 Deputy Special Trade

Representative
1978-85 President, Chicago

Mercantile Exchange
1985- Trade Representative

endeavours.” He warns of uni-
lateral action against the
pirates by the US because "this
is not a problem that will be
left to fester.”

There are those who hope
that Mr Yeutter’s hunger for a
final victory is such that be
will compromise on agricul-
ture. He vows that he wfil not,
and wifltwt a pitch for “truly
meaningful agriculture
reform."
"We simply cant go an with

the situation that prevails
today because of the enormous
cost to consumers, to the tax-
payers of many countries, to
the poor of the world in terms
of their access to food, and to

tiie economic development of
the LDCs (less developed coun-
tries).”

He “Global agriculture
is near chaos because national
yi«nr»iTm»nts are trade
policy as a weapon to gain
advantages for their own term-
ers .. . This creates a world
in which, even though termers
are more efficient and produc-
tive than ever before, there are
countries where people do not
have enough to eat”
Against strong EC resis-

tance, he is seeking agreement
among the producing nations
to phase out all agricultural
export subsidies, import barri-

ers and domestic subsidies
which encourage over-produc-
tion. "We exclude bona fide
food aid programmes and
income suppoi ta that do not
affect pricing or production
decisions - key elements of
our proposal that its critics
conveniently ignore.”
Looking over Mr Yeutter’s

shoulder in the talks will be a
congressional delegation and
several term lobbyists. They
will serve as a negotiating
lever, a reminder that new US
term legislation is to be writ-

ten next year and even larger,

more trade-distorting US subsi-
dies are possible.

Those who have known him
longest say the always-grin-
ning Mr Yeutter has proved to
have a sharp bite. Mr Mike
Hall, a Washington representa-
tive of the National Corn
Growers, has been on the oppo-
site ride to Mr Yeutter on sev-

eral Issues. He praises hfm as
the most knowledgeable of
trade representatives and con-
tends "be can be tough as
nails.”

ft is a toughness learned in
his boyhood, when the long
hours of term labour built the
discipline and physical sta-
mina necessary for life on foe
test track.

Privatisation and the

prisoner on remand
W hen foe Home Secre-

tary announced in
the summer that he

was contemplating the private
management of centres hous-
ing accused persons remanded
by the courts to await trial, the
prison reform lobby instinc-
tively through up its fmwtiw in
horror. Prisons, penal reform-
ers proclaimed, are a public
trust. Only public servants
kjyal.to the highest interests of
society may properly be
entrusted with the duty of run-
ning any part of the penal sys-

tem. Any element of personal
profit from running a penal
establishment would be incon-
sistent with that principle.

The argument of principle is

that the task of detecting
crime, prosecuting offenders,
maintaining a system of crimi-
nal justice and e* punishment
of those found guilty by the
courts, are all of a piece and
fen squarely within the ambit
of public administration. The
management of prisons,

of the category of
is an inherent and

He part of that public
Private enter-

prise is recognised generally as
having had only a very limited
rale in the criminal process, ft

has had a long established rols

in foe building of prisons end
is represented In the new Pris-

ons Building Board. But it has
little or no other involvement

Tniiwrf. the in**!onflltettiou of
the prison service In 1877,
which transferred manage-
ment of local prisons from jus-
tices of the peace to central

was prompted by

JUSTINIAN
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the deplorable conditions of

the prisons and the expense of
management. Today local pris-

ons under central government,
as one prison governor
recently described them, repre-

sent "high cost-squalor.”
prison administration until

1877 bad not been one of the

brightest episodes in the his-

tory of local government and it

was to imagine how
prisoners could tell to be better

off under central government
And an it has been. But has the
Hmo now come for Improving

the lot of unconvicted prisoners

by letting in private manage-

The Home Secretary largely

endorses the prison reformers*

general thesis. The business of
jwwrfng.flwricfri prisoners in

Her Majesty’s prisons is the

ftuginoBw of Her Majesty's Gov-

ernment if only because Her
Majesty's courts have so
decreed. But Mr Douglas Hurd
has been careful not to rule out
the private management of
institutions for the zmcormicted
who are nevertheless
remanded in custody by Her
Majesty’s courts.
The Issue is, in essence, one

of supervision and accountabil-
ity. Prisons exercise great pow-
ers over those within. And
because prisons are closed
institutions, out of right and
perhaps largely out of mind,
and, therefore, vulnerable to
unacceptable behaviour by
prison staff ministerial control
and accountability to parlia-
ment is all important
The prison service has at

present no code of practice
which lays out comprehen-
sively the requirements for
prisons or remand centre
regimes. The service has so ter
resisted the Insistent demands
of prison reformers to establish
standard minimnm require-
ments for prisons. In any
event, framing such a code
would be long-winded and
costly. On the other hand a
private contractor managing a
remand centre could, and
should be required to set down
very clear and enforceable
standards in the contractual
arrangement made with the
Home Office.

The question is: how would
any such rigorous standards be
maintained? Private contrac-
tors undoubtedly will ensure
high standards of physical
accommodation. Without such
standards they would be
unlikely to persuade the Home
Office of their acceptability as
managers. But it is the daily

routine of the establishment -
the quality of staff, the care
and, treatment Of inmates and
the various facilities for all

those unconvicted prisoners

for trial in a custo-

situatfon that demands
constant overview.

Prisons, to which foe courts
have confided convicted per-
sons for defined periods with-
out any say as to where con-
finement will take place or in
what conditions, present Affer-
ent propositions. Once con-
victed, the courts cease to have
any executive power over the
care of prisoners.
Remand centres, by contrast,

remain indirectly unifer the
control of the courts which
commit accused persons to
them. Legal representatives of
unconvicted prisoners have
unrestricted access to their cli-

ents, and magistrates' courts
could conveniently revert to
the former power of requiring
remand prisoners to be
brought up every eight days.
Thereby judicial supervision of
unconvicted prisoners would
be maintained.
The Home Office, moreover,

could demand that private
remand centres dwniii be sited
near to courts and to a good
transport network, thus reduc-
ing toe flwnrmt of escorting of
prisoners and ensuring easy
access for families and law-
yers. Faculties for the physical
and Tnwntai health of tmean-
victed prisoners canid be made
a good deal more effective than
Is at present the case with the
prison service. Since the main
dally ftinriHm of a rmnanH mm.
tre is that of taking prisoners
to and from court and the
reception, at the end of the
day, of those committed, the
rest of the staff will be con-
cerned at caring for the needs
of prisoners pending trial.

Human beings in prison
always face a lore of identity.

Such loss la most marked
among those who Be In jail for

a long time. "Each day is like a
year: a year whose days are
long," wrote Oscar Wilde, who
served all of a two-year prison
sentence.

If private remand centres
house unconvicted prisoners
only for periods ofthree to four
months on average, this worry-
ing effect of imprisonment on
human dignity would be sub-
stantially diminish—!- The
^Xpprimpnt of |niuntising flriii

one segment of the prison ser-

vice, which foe Home Secre-
tary fare -recently aminWTwad
deservesa good deal more than
a knee-jerk : reaction from
prison reformers. •

*The Good Lord has blessed me generously with talents’

“I was an only son, and my
dad needed my help on the
farm. He said Td had four

; ofhigh school which was
more years than he'd had,

and that was plenty.”

He was persuaded to go on
with Ms schooling by Mr Har-
old Stevens, the leader of his

4-H dub, the most prominent
youth organisation in rural
America. He went on to earn a
doctorate In agriculture eco-
nomics and a law degree at foe
same time, while managing the
farm.

Tales of Mr Yeotter’s inex-
haustible energy abound.

Sir Roy Denman, head erf the
EG delegation in Washington,
recalls negotiations with him
In 1985. Hie US and the Com-
munity were on the brink of
trade war over American grain
market losses when Spain and
Portugal joined the EG. At the
same time as Mr Yeutter was
conducting these important
talks with the EC, he was also
negotiating with the Japanese
over leather and Congress over
protectionist textile and cloth-

ing iflgMatfan
He Is a shrewd n^otigtar.

who stresses homework and
planning and who tries to map
out every conceivable feint and
fallback position before going
into negotiations.
He is the tnam who wrested

from Japan a long-sought com-
mitment to open their markets
to beef and citrus imports. “I
can really read the Japanese,”
he says, adding that their por-
tions are more predictable than
those of the Europeans, who
are more “diverse”.

Mr Yeutter’8 self-confidence

is almost overwhelming. "The
mistakes 1 have made are
mostly people mistakes. Oh,
occasionally there are mistakes
in programmes and policy. Tm
a hamcharging person. Know-
ing how hard to push and
when to retreat Is an art,” he
says.
He learned through yean in

government jobs, academia
and as president off the Chicago
Board of Trade that "people
are people. All have the same
aspirations. They all want suc-

cesses of their own . . . You
have to put yourself in their

shoes.”
He believes he understands

tim EC’s reluctance to make
major changes in its Common
Agriculture Policy "as well as
they do themselves,” but that

change is bound to come even-
tually because the cost of the
CAP is so heavy.

“We’ve just had the best dis-

cussion ever in Brussels,** be
says. "We did not bridge the

gap. But some day that discus-

sion will pay off for the world.”

With just seven weeks left

before President Reagan leaves

office, Mr Yeutter seems to be
preparing for a return to the
private sector. Be gets calls

from old friends urging him to
pursue the Agriculture Secre-

tary position In the Bnsh
Administration, "ft is a job I

would have loved eight years

ago,” he says.

He did not absolutely rale
out taking the agriculture post
now, or perhaps staying on as

trade representative until Ms
successor is chosen. He admit*

ted to having difficulty in leav-

ing with the Uruguay Round
only half completed.

*Tve put heart and soul into

this,” he says, "ft’s like baring
a baby."

But he Is methodically sift-

ing through options, and con-

sidering new challenges In
Investment banking. Interna-

tional law, academia or agri-

business. He says he does not
care much about making a lot

of money. "We have a certain

space of time on earth. The
Good Lord has Messed me gen-

erously with talents."

He stffl has modi to see. For
all his travels, the only time he
brake out of the protective offi-

cial cocoon which shields him
from limousines to aircraft, to

embassies, to meeting rooms
was in China, where he and Ms
wife Jeanne managed a few
hours of sight-seeing.

"I went to Bali once for
talks,” he says. “But I never
saw Bali at all.”
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